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Encouraging buyers to buy, and lenders to lend, BS eee 
Title Insurance extends a helping hand to brokers and attorneys. 
It often functions as the lifeblood of a transaction = 
Or 
by instilling a feeling of confidence among all concerned. ; 
Commonwealth services, from preparation of Title Report Clir 
to delivery of Policy involve many “helping hands," A 
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MBA 1956 Calendar 


January 24, 25 and 26, 1956, Senior 
Executives Conference, New York 


York City 


February 22, Board of Governors 
Meeting, Conrad Hilton Hotel, Chi- 


cago 


February 23 and 24, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago 


March 12, Mortgage Servicing 
Clinic, Conrad Hilton Hotel, Chicago 


March 14, Mortgage Servicing 
Clinic, Hotel Statler, Washington, 
ma <x 


March 16, Mortgage Servicing 
Clinic, Andrew Jackson Hotel, Nash- 
ville 


April 5-6, Southeastern Mortgage 
Clinic, Hotel John Marshall, Rich- 
mond 


April 7, Board of Governors Meet- 


ing, Dinkler-Plaza Hotel, Atlanta 


April 9-10, Southern Mortgage 
Conference, Dinkler-Plaza Hotel, At- 
lanta 


April 30-May 1, Eastern Mortgage 
Conference, Commodore Hotel, New 
York 


May 10-11, Southwestern Mortgage 
Clinic, Hilton Hotel, Albuquerque 


May 14-15, Western Mortgage Con- 
ference, Mark Hopkins Hotel, San 


Francisco 


May 18-19, Northwestern Mortgage 
Clinic, Olympic Hotel, Seattle 


June 24-July 7, School of Mortgage 
Banking, Courses I, II and III, 
Northwestern University, Chicago 


July 29-August 11, School of Mort- 
gage Banking, Courses I and II, Stan- 
ford University, Stanford, California 


October 8-11, 43rd Annual Con- 
vention, Conrad Hilton Hotel, Chicago 


“Wlrtgage Banker 
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Mortgages are SALABLE 

when protected with Louisville 
Title Insurance. All large 
corporate investors in mortgage 
loans know of our thoroughness, 
stability and reputation. 


“Louisville Title’”’ is recognized as 





one of the nation’s leading title 


insurance companies. 


fast service 


accurate service 
friendly service 


a : m" LOUISVILLE TITLE 
LOUISVILL! INSURANCE COMPANY 


HOME OFFICE * LOUISVILLE, KENTUCKY 


PIT Lt 


COMPANY 





° 
ec 
> ANaNie 
2 
% 





+ «* 


Up * 
Rea €s* 


2 THE MORTGAGE BANKER + November 1955 

















NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 
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GIVE ADDED VALUE TO 


_— List of manufacturers who supply 

materials and equipment for National 
homes reads like a “‘Blue Book” of industry. 
Shown here are a few of the many famous 
brand names that are represented in the 
making of a National home. We purchase 


from these leaders, not because they are 


EVERY NATIONAL HOME 


big, but because their products are better. 

National Homes is another brand name 
that symbolizes top quality to over 85,000 
satisfied homeowners. It’s a trademark 
that commands confidence and assures high 
resale value. From every angle, these fine 


homes make fine long-term investments. 


NATIONAL HOMES CORPORATION 
Lafayette, Indiana 


ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY IS PRODUCED BY... 
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G.I. - F.H.A. Loans 
GUARANTEED 

but § only if the Title is 
Marketable! 


wearer 








4 


When making G.I. and F.H.A. loans, the lender is left with the 
complete responsibility of the title. In case of a loan default, a satis- 
factory title must be furnished the government agency involved. These 
same agencies have made it possible for the lender to protect himself 
against title problems. Regulations provide that the cost of Title Insur- 
ance is an expense which may ke charged to the borrower. 


Why take unnecessary chances—insure the titles to all loans 
you have made or are making. Write us direct or contact one of our 
agents for complete information. 


We are licensed in 19 states and guarantee you satisfying 
service. 





Bites 


Tire ne Company 


125 SOUTH Sth STREET + TELEPHONE Lincoln 8733 + MINNEAPOLIS 2, MINNESOTA 








Arkansas * Florida * Georgia * Kansas * Kentucky * Louisiana * Minnesota 
Mississippi ° Missouri ° Montana ° Nebraska ° North Dakota ° Ohio 
South Caroline * SouthDakota + Tennessee * Utah * WestVirginia * Wyoming 
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Winter tor ne o Building iS 
a Better Investment 


. An Inland Home is under roof in less than one day. 
4 | With a little advance planning builders can erect an 
se Quality Features: Inland Home almost any day. The bad weather bug- 
« it highly profitable aboo is minimized. Advantages, both sales and 
profit-wise insure a more sound investment. 

Winter building permits erection when there are 
no shortages such as labor, lumber, gypsum board, 
cement—when sub-contractors are anxious for busi- 
ness—when your mortgage processing is handled 
faster. 

All mortgage lenders should have our story telling 
how easy it is to build any one of the more than 
60 Inland Home models during the winter months. 
Your letter will bring this information and auvtomati- 
cally place your name on our list of mortgage lenders 
to whom we refer our customers needing permanent 


or construction loans. 


n 
Mralamad flemes 


501 COLLEGE STREET + BOX 915 
PIQUA, OHIO + PHONE 3880 
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* ALABAMA 
Licensed to write ARKANSAS 
Title Insurance in: COLORADO 
FLORIDA 
GEORGIA 
INDIANA 
KANSAS 
LOUISIANA 
MICHIGAN 
MINNESOTA 
MISSISSIPPI 
MISSOURI 
MONTANA 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO 
OKLAHOMA 
SOUTH CAROLINA 
TENNESSEE 
TEXAS 
WEST VIRGINIA 
WISCONSIN 

* WYOMING 


OVO . 
OPO 
loveter erates gretcte’, 


. 
PUERTO RICO 


Inquiries invited 





from mortgage bankers, 
life insurance 
companies, 


builders, lawyers. 
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Title Guarantee Service 
in 62 cities for 


safeguard them against 
title defects 


A Chicago Title Guarantee Policy protects 
your mortgage even against hidden title 


ve defects not found in the records. Should the 
oe title, as guaranteed, be questioned, 
oe ° : Sse Chicago Title and Trust Company instantly 
pie Y era takes over its defense... pays the full 
‘. . ge cost of litigation ... and settles any losses. 
Illinois offers no other title protection 
. with such financial strength behind it—nor 

; such long experience in Illinois real 

ve estate. As to prompt service, Chicago Title 
oe Guarantee Policies are issued locally, 


° in 62 cities throughout Illinois. 


On your larger loans, we reinsure 
for title companies in other states 


GUARANTEE Chicago Title 
POLICIES 

ICIE and Trust 

ideale Ven, Company 


6 2 C T ES 111 West Washington Street 
right where the Chicago 2 


property is located 


Danville Mt. Vernon Ottawa 
Edwardsville Springfield 
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M.B.A. has recently arranged 


for renewal of the 


Mortgage Bankers 
Blanket Bond 


for a further term of 3 years 





This project, initiated by the Research Committee, has 
been successful in providing 


e A blanket bond for mortgage bankers, recognizing them as a 
distinct class, both for purposes of coverage and rate; 

e Crime and Fire and Extended Coverage Errors and Omissions 
insurance with the broadest terms available and at the lowest cost; 
e Nearly countrywide participation with a satisfactory spread of 
risk ; 

@ Adequate service facilities. The Association and its members 
have been given expert insurance advice. Some 63 claims have 
been handled to the satisfaction of the policyholders, including 
one within the catastrophe range. 


The desirability of a Mortgage Bankers Blanket Bond is attested to by 
its general acceptance on the part of investors. 

As a result of the volume of this insurance which has been written, 
the coverage will now be serviced by Bankers Insurance Service Corp. 
instead of Leslie H. Cook, Inc. 


Writtle fer complete infomation lo: 


BANKERS INSURANCE SERVICE CORP. 
230 South Clark Street, Chicago, Illinois 
This advertisement does not apply to mortgage bankers 


located in states where insurance regulations do not permit 
solicitation of this coverage. 
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Licensed to do business in the following stat 
Arkansas e Florida e Georgia « Indiana e Kansas « 


Louisiana ¢ Mississippi « Missouri e Nebraska e 
Oklahoma e Tennessee ¢ Illinois (certain counties) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, McCane Gill, President 10 South Central § PArkview 7-813! 





HOME OFFICE LOS ANGELES 





Protecting California Titles 


When selecting a title insurance company, the man of 
good judgement considers the demonstrated soundness 
of its management and the assets back of its policies. 

Title Insurance and Trust Company, with capital, 
surplus, and undivided profits of more than $40,000,000 
accumulated through conservative management over 
the 62 years of its existence, offers in twelve Califor- 


nia counties the best safeguard for buyers and lenders. 


Southern California’s 
Oldest Trust Company 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 South Spring Street - Los Angeles 54, California 
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YOUR 


MORTGAGE 
BROKER 





8 See THE KISLAK PORTFOLIO 


. SERVING MORTGAGE ORIGINATORS AND 
INVESTORS THROUGHOUT THE NATION 
MORTGAGE BANKERS ARE INVITED TO 
PRESENT THEIR OFFERINGS. 


SLAK 
Shite hie 


MORTGAGE CORPORATION 


2900 HUDSON BOULEVARD 
JERSEY CITY, NEW JERSEY 
SWARTHMORE 5-2900 
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Jacksonville is mighty proud of King 
Edward, the world’s most popular cigar 
—a product of Jno. H. Swisher & Son, 
Inc. Since the Swisher Company moved 


its operations to Florida in 1924 a fan- 


KING EDWARD IS KING ... 
In Cigar Sales All Over The World 
= 


tastic success story has been in the 


making. 


The King Edward factory — largest 
cigar unit in the world—means a multi- 
million dollar annual payroll and jobs 
for more than 2,000 workers. Year 
after year more than 10% of the cigars 
smoked in the United States are King 


Edward products. 


Good transportation, access to raw ma- 
terials, adequate labor and the magic 
of the “made in Florida” label have 
all contributed not only to the King 
Edward success story, but to the broad 
diversification of Florida industry gen- 
erally. As pioneers in the Florida mort- 
gage-loan field we have helped many 
investors obtain safe and profitable 
employment of their funds in Florida. 
The Sunshine State's diversified econ- 
omy provides a healthy climate for 


mortgage loans of all types. 


STOCKTON, WHATLEY, 
DAVIN & COMPANY 


JACKSONVILLE ° MIAMI e ST. PETERSBURG 


FT. LAUDERDALE e ORLANDO . 


PONTE VEDRA BEACH 
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TALLAHASSEE 








Editor’s Notebook 


Principally notes about the 
things people say which 
reflect the trend of the times 











TAIL OF THE BOOM? 


How about our real estate boom 
that’s already gone two years longer 
than any similar advance? Roy 
Wenzlick, talking to the New York 
Savings Bankers, said they had better 
hedge on the future mortgage market, 


| that today looked, to him, like “the 
tail of the housing boom.” 


The rate of commercial building 
has jumped during the past two years, 
“the sign of every time in the past 
when we've been close to the tail end 
of a boom.” 


Commercial building rose 20 per 
cent in 1954 over the previous year, 
and in the first eight months of this 
year was 65 per cent over 1954, he 
said. 


“I can see reasons for a construc- 


| tion slump not happening,” he said, 


citing built-in stabilizers in the econ- 
omy such as social security and job 
insurance and pensions and better 
control of business cycles by federal 
authorities, “but that in itself may be 
another warning. Other economists, 
at other times, have also had reasons 


| for the boom not ending.” 


Wenzlick is an optimist “on the 
long pull” and saw the making of 


| another construction boom beginning 
/in 1960 when the war babies will 


reach marriageable age and cause the 
marriage rate “to shoot up.” This 


| condition he foresaw would “create 


another very severe housing short- 


” 


age. 
One strength in the present hous- 

ing picture is the high rate of demoli- 

tion and replacement of dwellings. 


But in the meantime, he advised 
mortgage lenders, “Get the shortest 
terms possible on mortgages and don’t 
operate as though foreclosures won't 
happen.” 

A great part of the present real 
estate boom, he said, was an “‘illu- 
sion” because it was expressed in 
inflation dollars. “It is not that real 
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estate has been a good investment. 
It is that the dollar has been a poor 


investment.” 


It takes a great deal less in wage 
hours to buy a home today than it 
did in 1930, Mr. Wenzlick commented, 
“but it isn’t due to the builders’ effi- 
ciency; it’s due to the increased pro- 
ductive power of the average produc- 
tion worker in America.” 


While it took him 502 weeks to pay 
for a single family six-room frame 
house in 1913, it now takes him 275 
weeks in gross income, and 305-340 
weeks of after-taxes pay. Housing 
costs expressed in constant dollars 
have actually gone up. 


Wenzlick also pointed out that the 
traditional relation of rent levels to 
construction costs seems to have been 
broken through the period of federal 
rent controls, due to the fact that 
longer term amortizations have made 
it cheaper to build than rent in most 
cases. 


For the future, he said, this will 
mean a “ceiling” on rent levels, and 
said to date rents have not bounced 
back to their pre-war relationship. 


CAUTIOUS OPTIMISM ADVISED 


And a few days earlier, the bankers 
meeting in Chicago—the commercial 
bankers—were hearing words of cau- 
tion from one of their own. Joseph 
R. Jones, vice president, Security- 
First National Bank of Los Angeles, 
looked askance at the excessively lib- 
eral credit terms available now. 


“Many economists are raising a 
serious question as to whether or not 
we can continue indefinitely to build 
in volume equal to that of the past 
few years. The question of family 
formations has been discussed widely, 
and many believe that the present 
lower rate of creation of new families 
may be sufficient to curtail the vol- 
ume of construction in some substan- 
tial degree. Many are raising the 
question as to whether or not we may 
be now reaching the point of satura- 
tion in new housing for our popula- 
tion, as measured by their financial 
capacity to buy under proper credit 
terms. 

“Certainly the housing industry 
should provide homes for those who 
need them and have the capacity to 
buy them. If, however, we were to 








Vulnerable or 


Invulnerable?f 


There’s a question every lender wants an- 
swered when making a mortgage loan. “Is 
the title free from successful legal attack?” 
A most satisfactory affirmative to that query 
has long been “Title insured by TG&T.” 


Today’s lending institutions look upon a 
TG&T policy as the synonym for security 


against loss arising from questions of title. 


When considering a mortgage loan secure 
the protection and peace of mind derived 
from a title policy underwritten by the 


ample resources of TG&T. 


| TITLE GUARANTEE 
a and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, NEW JERSEY, 
CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 





Reinsurance facilities available through primary 
title insurers in many other states 
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attempt to sustain the housing indus- 
try as a prop for our economy, and 
sustain it solely through the use of 
constantly liberalized credit, I think 
the results might be very detrimental. 
The housing industry is a very im- 
pertant segment of our economy, and 
an unhealthy situation in that indus- 
try would reflect itself very broadly. 
The granting of too easy credit might 
create results far more serious and 
damaging than would occur from a 
temporary and completely natural 
levelling off of volume of construc- 
tion. 

“Personally, I feel that the recent 
restrictions of FHA and the VA as 
to down-payment and maturity were 
timely. Certainly these restrictions 
are not drastic, but they might be 
just sufficient to prevent a_ broad 
headlong spiral of inflation in the 
housing field. I cannot believe that 
the very small increase required by 
these regulations will destroy the real 
estate market if it is basically healthy. 
On the other hand, if the market is 
so thin that the requirement of a 
2 per cent down-payment on a GI 


loan will destroy the market, then I 
think we have a very serious problem 
before us. 

“Many have pointed to the great 
increase in mortgage debt over the 
past ten years and what it might 
mean to us in the future. Total mort- 
gage debt on one- to four-unit struc- 
tures stood at $184 billion in Decem- 
ber 31, 1945. On June 30, 1954, this 
figure had increased to $70 billion. 
In the next year, up to June 30, 1955, 
it had increased to $82.8 billion. 

“I asked the research department 
of our bank to make a study of this 
type of mortgage debt and its rela- 
tion to disposable personal income. 
The figures from the Department of 
Commerce and the Federal Home 
Loan Bank Board showed that mort- 
gage debt on 1- to 4-unit housing, as 
a percentage of disposable income, 
reached a high point in 1932, at the 
bottom of the depression, of 34.32 
per cent. This dropped to a low point 
of 12.23 per cent in 1944 during the 
war period. It has risen constantly 
since that time until it showed, at 


the end of 1954, a 29.48 per cent 








ratio, the highest figure of any period 
since 1934, I think these figures em- 
phasize rather strongly that it is in- 
deed a time for ‘conservative opti- 
mism.’ We must continue to supply 
credit needed for all sound transac- 
tions, but at the same time we must 
use our best judgment not to provide 
unwarranted or unwise credit which 
would, without question, lead to very 
inflationary tendencies and perhaps a 
serious future readjustment. Banks 
must not exhaust their loanable funds, 
but should hold sufficient in reserve 
to satisfy all legitimate demand in the 
future. The attraction of fees to be 
earned in a wide-open program now 
cannot offset the healthy condition 
for all in the future that will result 
from temperate, sound policies today.” 


NO SERIOUS VACANCY PROBLEM 


But if we're over-building to a 
dangerous degree—or, indeed, over- 
building at all—government figures 
don’t show it. And the government 
has some reliable data on the subject. 
The commerce department released 


CHARTERED 


1884 














TITLE INSURANCE 


for Mortgage Investments 


Our policies are available to you in Arkansas, Dela- 


ware, District of Columbia, Florida, Georgia, Louisiana, 


Maryland, Mississippi, North Carolina, South Carolina, 


Tennessee, Texas. Utah. Virginia, West Virginia. 


THE TITLE GUARANTEE COMPANY 


Home Office: Title Building 
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Baltimore 2, Maryland 


























its final report on housing vacancies 
during the second quarter, showing 
2.3 per cent of the nation’s housing 
available for rent or sale in August 
were empty. 

This was a little higher than the 
2.2 per cent preliminary vacancy rate 
announced in July. Commerce Secre- 
tary Weeks said it was “low enough 
to dispel recent apprehensions about 
over-building at this time.” It com- 
pared with a rate of 1.6 per cent in 
April, 1950, the last time similar fig- 
ures were compiled. 

The only other time the Census 
Bureau made a vacancy count was 
in 1940, when the rate was 5 per cent. 

Since about 80 per cent of the 
available vacant units were for rent 
in the second quarter, the department 
gave a picture as to what it was made 
up of. It said the average size of a 
rental vacancy was 3.3 rooms and 
more than half had only one bed- 
room. About 40 per cent were in 
single-family houses while another 20 
per cent were in larger apartment 
buildings. 

Almost all the increase in vacancies 
from 1950 came in rental rather than 








sales units. The “for rent” portion 
of total vacancies climbed to 1.8 per 
cent this year from 1.1 per cent five 
years ago. Empty “for sale” units 
remained at about the same level, 0.5 
per cent of the total supply. 

The median rent for vacant non- 
farm units came to $44 this year—a 
dollar higher than in 1950. Sale prices, 
however, jumped to a median of 
$10,200 on non-farm vacancies, com- 
pared with $8,500 five years ago. 

By geographical regions, the va- 
cancy rates deviated sharply from the 
national average. In the Western part 
of the country, the rate was 3.9 per 
cent—about one point higher than in 
1950. In the South, 2.9 per cent of 
available units were empty — also 
about a point higher than in the 
previous survey. In the North Cen- 
tral region, vacancies amounted to 
1.7 per cent of available housing— 
about a half-point higher than five 
years ago. In the Northeast, the rate 
was 1.2 per cent—about the same as 
in 1950. 

Although the vacancy rate has in- 
creased for the country as a whole 
since 1950, it has remained practi- 








— 








cally unchanged for the largest urban 
areas, those with cities of a million 
or more inhabitants. In these areas, 
the available vacancy rate was 1.4 
per cent, the same as in 1950. 

About 40 per cent of the available 
vacancies had been empty for less 
than a month at the time of the sur- 
vey. Another 30 per cent had been 
vacant for at least four months. 

So it looks as though vacancies— 
nation-wide, anyway—do not reflect 
over-building. Worth noting is the 
close approximation of these figures 
to the MBA mortgage delinquency 
statistics —- even though the latter 
make an even better showing. 


TIME TO GET OUT OF FHA? 


One of the leading life insurance 
officials of the country, with a com- 
pany that was one of the earliest 
pioneers in buying FHAs, now thinks 
that private enterprise can make the 
same kind of loans FHA and GI do 
now—in brief, that the government- 
sponsored programs aren’t needed 
now as they once were. 


L. Douglas Meredith, 


executive 
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vice president and chairman, commit- 
tee on finance, National Life Insur- 
ance Co., told the New York Savings 
Bankers that the first step was to set 
up a collective experiment among 
groups of banks to make 80 per cent 
mortgage loans “without benefit” of 
the federal agencies. 

He said higher ratio loans were 
feasible because monthly payment 
home loans had made financing of 
consumer durables. Considered this 
way, “we are in exactly the same 
field except for a longer term,” he 
added. 

In the field of consumer durables, 
he pointed out, finance companies’ 
records showed that “even during 
the depression years,” losses “never 
reached 1 per cent of the receivables.” 


, 


In no year since its inception did 
FHA losses exceed 18/100 of 1 per 
cent and he attributed this to the 
“loan pattern and diligent pursuit of 
monthly payments as well as the in- 
surance feature.” The same was true 
of GI and conventional loans, he said. 


Meredith said FHA 


“has evolved 
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from an agency dedicated to one and 
four-family home and large-scale 
apartment financing to a federal 
agency engaged in a wide variety of 
social reforms.” 

FHA and VA loans “have encour- 
aged credit expansion at times when 
restraints might have been main- 
tained at artificially low levels instead 
of recognizing the free play of interest 
rates.” 

He said such actions were “discour- 
aging private lenders” and “encour- 
aging direct lending with government 
funds and at possible ultimate ex- 
pense to the taxpayer.” 

Bankers should not only see to it 
that the federal agencies’ activities 
are not further expanded, “but also 
that they be kept on a sound basis.” 

This would include, he said, “sound 
administration, with accurate apprais- 
als, loan insurance operations con- 
ducted on as nearly a scientific basis 
as possible, a market interest rate on 
loans so that the insured and guaran- 
teed loans are competitive with other 
available investments, and termina- 


tion of the activities of the Federal 
National Mortgage Association and 
direct GI lending.” 


Emphasizing the need for extend- 
ing installment lending experience to 
the mortgage lending field, he urged 
the savings bankers to “move on to 
new frontiers,” and pointed out that 
the packaged mortgage and open end 
loan have reflected substantial prog- 
ress, and have “acknowledged the 
durable consumers’ goods nature of 
home financing.” 


He added that studies of foreclosure 
experience and causes such as now 
being conducted under the joint spon- 
sorship of the Life Insurance Asso- 
ciation of America, and the American 
Life Convention “promise to provide 
better bases for formulating our fore- 
closure expectations and our lending 
policies.” 

In the meantime, he urged initial 
experiments into higher ratio home 
lending based on the same appraisal 
basis, and selection of borrowers as 
used on loans of 65 per cent or less 
of home value, but with an interest 
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rate “at least one-half per cent 
higher” than the rate quoted on the 
lower ratio loans. 

The “only additional risk assumed 
by the lender on this basis is that 
which results from the portion of the 
loan between 80 per cent and 65 per 
cent, and the fact that the higher 
monthly payments may create a heav- 
ier debt service burden for the bor- 
rower.” 

This would be offset by a higher 
reserve against losses, and to the ex- 
tent that the lender “recognized that 
he was servicing a loan secured by 
durable consumers’ goods and utilized 
the efficacy of diligent collection 
methods.” 

In addition, he said, “the extent to 
which the reserve is not used to offset 
losses means a higher yield to the in- 
vestor.” 


WAS THIS MOVE A SMART ONE? 


Was it smart to remove the pro- 
vision that only communities with 
“workable programs” would be eli- 


MORTGAGEES! 


in your area. 


OUSING 


gible for urban renewal, conservation 
and government assistance? This pro- 
vision in the 1954 act was knocked 
out in the 1955 legislation. Consider- 
ing the little that has been done 
under 220 and 221, House & Home 
made some inquiries. General con- 
clusion: it was a bad move. Some 
specific replies: 

James W. Rouse, Baltimore, MBA 
board member and chairman of the 
urban redevelopment subcommittee of 
the President’s housing policy advisory 
committee of 1953: 


“Congress dealt a serious blow to 
the developing campaign to rid our 
cities of slums by freeing public hous- 
ing from urban renewal. Congress last 
year said simply that federal aids for 
slum elimination, including public 
housing, should be extended only to 
cities which were facing up to their 
slum problem with a workable pro- 
gram. This is only making the cities 
do what everyone says and knows they 
ought to do. It has emphasized the 
necessity for good planning, good zon- 
ing, housing law enforcement as well 


as clearance of worn-out units. Now 
cities which are unwilling to take these 
steps can rely instead on public hous- 
ing alone. Congress thus rewards the 
do-nothing cities. 

“The new military housing provi- 
sions are absurd. The interest rate 
is unrealistic. All appraisal standards 
are removed and the conditions which 
gave rise to the 608 difficulties are 
re-created. The department of de- 
fense will now guarantee the FHA 
on loans which the FHA finds un- 
sound. FHA will then insure a loan 
which no lender wants to make and 
FNMA will buy the loan to provide 
a market at an unmarketable interest 
rate. This is government running 
in a circle, guaranteeing, insuring and 
lending to itself.” 

James Downs, Jr., Chicago hous- 
ing and redevelopment coordinator: 

“Freeing public housing from urban 
renewal was a silly unfortunate thing 
to do. The theory of the 1954 Hous- 
ing Act was to get American cities 
to raise their living standards instead 
of just providing new housing. Now 
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In our agency, the Boss sometimes 
forgets there are ladies present. Like 
when our biggest account threatened 
cancellation in favor of cut-rate com- 
petition. 

But after cooling off, he called our 
Pacific National special agent. To- 
gether, they convinced the client that 
other things besides rate — financial 
strength, dependability and proven 
service, for example — are all-im- 
portant. 

No wonder I simply purr when I'm 
told, “Write it in Pacific National”. 
I know that's a good policy for us to 
follow any day. 


AND IT’S A GOOD POLICY FOR 
AGENT, BROKER AND ASSURED 
THAT BEARS THIS SEAL 


PACIFIC 
NATIONAL 


FIRE INSURANCI 


COMPANY 








| Congress has thrown away one of the 


levers they had for getting that done.” 

Does this rob cities of slum-clear- 
ing incentive? “I think it will be 
true in some cases. But for any city 
that’s on the ball, this won’t make 
any difference.” 

Ferd Kramer, Chicago, MBA board 
member: 

“Urban renewal has gone very 
slowly because it was so new. New 
laws had to be tested in courts, which 
slowed up the process. I think re- 
newal programs will go on much 
faster than ever before. 

“(Public) housing ought to be 
available to anyone who is eligible 
not) only to families being removed 
from (renewal) areas.” 

Robert B. Patrick, financial vice 
president, Bankers Life Company, 
Des Moines, and member of the Presi- 
dent’s housing policy advisory com- 
mittee of 1953: 

“I do not think that many parts 
of (the 1955 law) can be considered 
as good legislation. I was rather 
surprised that the President thought 
the desirable parts outweighed the un- 
desirable sufficiently to sign it.” 

George L. Bliss, New York, chair- 
man of the housing credit subcommit- 
tee of the President’s housing policy 
advisory committee of 1953: 

Untying public housing and work- 
able programs is “a basic weakness 
of the Act. One of the most impor- 
tant recommendations of the Presi- 
dent’s Advisory Committee was that 
before any community could qualify 
for federal financial aid in housing 
problems, it should demonstrate that 
it had first made a reasonable effort 
to mobilize its own efforts to solve 


those problems. The only objection 
came from those who would put the 
government in the housing business, 
regardless of principles, and local pol- 
iticians whose major policy is to seek 
a never-ending flow of federal funds. 
In any event, public housing becomes 
a grab bag again.” 


WHERE THE SAVINGS GO 


Maybe it’s a little difficult to grasp 
at first but last year the American 
people had $107 billion left from their 
aggregate income for discretionary 
spending or saving as they preferred 
after laying out a record $148 billion 
for the basics of food, shelter and 
clothing, and paying a $33 billion tab 
to the tax collector—federal, state 
and local combined. 

This discretionary income at the 
people’s disposal in 1954 was the 
equivalent of some $600 for every 
man, woman and child in the popu- 
lation, and was greater than the total 
personal income in any year prior to 
1942. 

Total personal savings in 1954 ex- 
ceeded $18 billion, a comparatively 
high level by past standards. However, 
the temptation to spend when income 
is rising and the growing competition 
for the consumer dollar were reflected 
in the fact that last year’s personal 
savings were $1'% billion under the 
1953 total, and that savings continued 
to decline and personal debt rose fur- 
ther in the first half of this year. 

The people’s ownership of life in- 
surance increased by around $30 bil- 
lion during 1954 to a total of approxi- 
mately $334 billion at the year-end. 
More money also was put into annui- 
ties for retirement years, with the total 
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of this prospective income approach- 
ing the $2 billion mark. 

The people also spent a half billion 
dollars more than ever before for 
medical care. Total outlays for medi- 
cal and dental care, hospitalization, 
etc., topped $10% billion in 1954. 
Accident and sickness insurance made 
an increasing contribution toward this 
bill last year as more and more indi- 
viduals and families adopted this plan 
of protecting their budget against the 
unexpected costs of illness or acci- 
dent. This is evident in the fact that 
total benefits paid under accident and 
health contracts by the life companies, 


Blue Cross and other insurers, are 
nearing a $3 billion annual rate. 
After taking care of their basic 


necessities and taxes, and adding ma- 
terially to their family protection pro- 
grams, the American people still had 
a record sum left over to add to their 
material possessions, to spend on the 
enrichment of family life, and to in- 
dulge in luxuries also. 

The highest priority in discretion- 
ary spending was given to automo- 
biles. The figures show that a total 
of more than $23 billion went to 
the motor companies and to related 
industries and trades in 1954 for new 
and used car purchases and _ their 
maintenance and operation. This was 
a new high level, with indications 
that it will be exceeded this year. 

The people also boosted their out- 
lays for recreation to more than $12 
billion in 1954, with the major part 
of this sum going for reading matter 
(books, magazines and newspapers), 
radio and television, and admissions to 
movies, theatres, and sporting events. 

They supported religious and wel- 
fare activities to the tune of more 
than $3 billion, and they spent close 


to $3 billion for beauty preparations, 
haircuts, and other items of personal 
care. In addition, their bill for per- 
sonal interest was up to a new high of 
$3 billion, indicative of the extent that 
millions of persons have gone into 
debt to buy what they wanted. 

Along with this, the people spent 
nearly $17 billion on luxuries and 
non-necessities. The biggest item was 
$14 billion for liquor and tobacco, a 
sum which was within a few billion 
dollars of total personal savings for the 
year and which topped the people’s 
total expenditures on medical care for 
the year by $3% billion. Expenditures 
for jewelry and watches last year ex- 
ceeded $1¥ billion, and over a billion 
dollars was spent to travel abroad. 

The record of $148 billion spent by 
the people for food, shelter and cloth- 
ing combined in 1954 was some four- 
fifths greater than it was a decade 
ago and close to three times the total 
of such outlays in 1929. A substantial 
part of the increase, of course, re- 
flects price rises in the period; but 
nonetheless the people at large are 
eating better, dressing better, and 
have better housing today than ever 
before. 

As far as growth trends in the 
people’s budget over the years is con- 
cerned, however, the palm goes to 
taxes. The figures show that last 
year’s personal tax bill to federal and 
other governments, though $3 billion 
lower than the year before, was more 
than half again as great as it was at 
the peak of World War II in 1945 
and some 12 times greater than in 
1929. In fact, the personal tax bill 
last year was about 80 per cent greater 
than the year’s total personal savings, 
and took llc of every dollar of aggre- 
gate personal income for the year. 
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WE GAN KEEP OUR PROSPERITY 
IF WE REALLY WANT T0 


A THIS moment in the United 
States we are engaged in a mo- 
mentous experiment: we are attempt- 
ing to control the economic cycle. On 
the outcome of this effort hangs the 
whole future of our Western World. 

If we were to 
plunge again into 
a Great Depression 
like the collapse of 
the early 30’s, the 
way would surely 
be opened for the 
triumph of Com- 
munism in much 
of the remaining 
free world. We 
would face social 
and political changes of a most un- 
happy sort. That need not be argued. 

Today the United States is at peace 
and enjoying the greatest and most 
widely distributed prosperity ever be- 
stowed upon the people of any nation 
anytime, anywhere. 





Elliott V. Bell 


Our gross national product — the 
total annual value of all the goods 


By ELLIOTT V. BELL 


and services produced in the country 

—is crowding $400 billion. Industrial 
production is at the highest level in 
history; so is employment—5 million 
jobs—so is the amount of income 
people have to spend, and so is the 
amount they are spending. 

There is hardly a cloud in the sky 
and the ship sails on before a fair 
wind that will surely last well into 
1956 and perhaps even into 1957. 
Small wonder that many of my older 
and more experienced friends say it 
is too good to last! 

A few days ago one of these friends, 
a man with a long and distinguished 
career in banking, one who has the 
wisdom that comes from a full life 
usefully lived, was talking to me. 

“We are simply going through the 
advanced stages of another great in- 
flation,” he said, “and it will end, as 
booms always end, in another bust. 
The bigger the boom, the bigger the 
bust and this is the biggest boom ever. 
I don’t know when the reckoning is 
coming, maybe next year, maybe not 


for another two or three years, but I 
know it is coming; and when it comes, 
it will make 1929 look like a pink 
tea.” 

That is not my view, but it is the 
view of many experienced men for 
whose judgment I have great respect. 

I do not say this dreadful reckoning 
they foresee cannot happen. I simply 
say we must not let it happen. 

Can we prevent recurring depres- 
sions? We never have succeeded in 
the past. In the past 100 years there 
have been no less than 24 complete 
business cycles, covering a rise to a 
peak of prosperity and a subsequent 
fall into recession. The relentless reg- 
ularity with which depression has fol- 
lowed boom in our country has evoked 
over the years a widespread opinion 
that there is a basic, immutable moral 
law governing the business cycle. 

As I recall my Bible, Job was a 
very decent, well-meaning citizen 
whose only sin was that he was pros- 
perous and successful. Yet the wrath 
of Jehovah descended upon him and 


As 1955 draws to a close, it is already a sure thing that the year has been about the best the nation 


ever had. The country is at peace and “enjoying the greatest and most widely distributed 


prosperity ever bestowed upon the people of any nation anytime, anywhere. There is hardly a cloud 


in the sky and the ship sails on before a fair wind that will surely last well into 1956 
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and perhaps even into 1957. 


But what of the future? It can be more of the same, says Mr. Beli 


—provided we succeed in the tasks which this nation has undertaken to avoid 


the severe economic unheavals we have known before. Can we do it? Well, we have made a better 
start than most of us realize. Mr. Bell is editor and publisher of Business Week, former 


Superintendent of Banks in New York and widely respected for the soundness of his economic views. 
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poor Job was put through the wringer 
in a fashion that would have delighted 
the most bloodthirsty of our latter-day 
business haters. 

This Old Testament attitude nour- 
ished in our Puritan background still 
colors our thinking about the business 
cycle. We have a guilty feeling that 
when we get too prosperous we, like 
Job, are inviting the wrath of the 
gods, 

There is even the uneasy thought 
that high-level employment and high 
consumption somehow violate the 
ancient curse laid upon Adam—‘“In 


Skeptics will say that you cannot 
prevent depressions by passing laws or 
drawing up resolutions or making 
speeches either. That it has been tried 
before and it has never succeeded. All 
this is perfectly true, but is it too 
much to hope that mankind can learn 
a little from experience? 

Think back a bit. I remember in 
the black days of the early 30’s when 
banks were popping all around like 
firecrackers on the Fourth of July, | 
went in to see one of Wall Street’s 
wisest and most influential men. “Too 
bad,” he said, “but these ripe apples 


“We are in the midst of one of the most exciting experi- 


ments in human history 


the effort to determine whether 


we can indeed control our economic destiny, can regulate 


our economic weather. Perhaps we shall fail. In that 


event, the price of failure will be very severe. Perhaps 


we shall only partly succeed. Then we shall have learned 


more of what we need to know and may do better next 


time. Perhaps we shall succeed. Perhaps we shall curb 


the current boom as gently and smoothly as we have 


just curbed the recent recession. .. . 
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the sweat of thy face shalt thou earn 
thy bread.” 

Depressions are not made in heaven 
or in hell either. They are not divine 
visitations sent to chastise men for 
their folly and excesses; they are not 
like hurricanes and floods, great natu- 
ral catastrophes beyond human power 
to prevent. Depressions are man made, 
they are made here on earth by people 
and if we make them we can also stop 
making them. 

Mankind has never succeeded in 
abolishing war yet we are all agreed 
that this time we must succeed in 
what never before has been done. We 
have no choice but to do the impos- 
sible. 

Compared to preventing another 
great war, preventing another great 
depression should not be so impos- 
sible. We are not entirely ignorant 
and defenseless. The fact is, a good 
deal has been learned in the past 
twenty-five years about how to deal 
with the swings in the business cycle. 
Throughout the Western World it has 
become accepted that governments 
have a prime responsibility for pro- 
moting economic stability. 


” 


must fall.” Then I remember another 
occasion much later when I was Su- 
perintendent of Banks in New York 
and a certain young savings bank 
president said to me, “Do you deny 
my bank the right to fail?” I shall 
always have a kindly feeling for that 
gentleman because his question helped 
to lift me over a rather tense and 
difficult situation. I believe that to- 
day all of us in the banking field are 
reconciled to the fact that our institu- 
tions are “denied the right to fail.” 
We as individuals may fail; but as a 
practical matter, our institutions can- 
not be allowed to; it is against public 
policy. 

I remember, too, back in the dark 
days when President Hoover said “no 
man shall starve.” It seems a mini- 
mum statement today. Yet, it marked 
a historic turning point. It was the 
end of laissez faire and the beginning 
of the decline of the law of supply 
and demand—at least where human 
beings are involved. Then there was 
another radical move in those days, 
the creation of the RFC whereby gov- 
ernment undertook to interfere dras- 
tically with the free market and at- 
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tempted to deny the right to fail—not 
merely to banks, but railroads, indus- 
trial companies and in a much later 
metamorphosis even to snake farms. 

It was, of course, later in the 30’s 
under the New Deal that talk about 
curing and preventing depressions 
really flourished. The performance 
didn’t equal the conversation. That's 
really not a partisan statement; that’s 
a fact. We had not fully recovered 
from the 1929-33 collapse before we 
went into the 1937 tailspin; and in 
1940 after eight years of economic 
planning, we still had 10 million un- 
employed. Economic planning in the 
30’s was a failure. 

Easy money didn’t succeed in mak- 
ing jobs; neither did deficit spending. 
Why? The answer, I think, in retro- 
spect is easy. At the very time we 
were struggling to bring about eco- 
nomic recovery we were also loading 
onto the backs of people the heaviest 
tax burden in peace time history. Re- 
publicans and Democrats were alike 
in this error. 

Here is the result as it was recently 
described by Arthur Burns, Chairman 
of the Council of Economic Advisors: 

“Those drastic increases of taxa- 
tion served to reduce the spending 
power of consumers and _ business 
firms; they also created grave uncer- 
tainty about the future. By spreading 
fear that the tax system was increas- 
ingly being used to redistribute in- 
come and to punish success, they 
weakened the incentives to invest and 
to innovate. 

“In retrospect, there can be little 
doubt that the fiscal policies of the 
1930’s, which combined onerous tax- 
ation with sharply increased spending 
and borrowing, disrupted the confi- 
dence of many people in the country’s 
economic future and thus reduced the 
effectiveness of the constructive meas- 
ures taken at the time to lay a founda- 
tion for economic recovery and to 
speed its course. Even as late as 1940 
the unemployed constituted nearly 15 
per cent of the civilian labor force.” 

Now the only thing good about that 
experience is that somebody learned 
something from it. 

Contrast that early episode with 
what happened in 1953 and 1954. 
Early in 1953 the Eisenhower Admin- 
istration faced a growing threat of 
recession. Now some of the Adminis- 
tration’s most ornamental figures were 








engaged in a stirring fight to the 
death with that old dragon inflation 
and they were hollering about a bal- 
anced budget at the top of their lungs. 
All of a sudden it turned out that 
deflation, not inflation, was the threat 
and all the St. Georges had to be 
hauled off their knightly horses and 
set to manning the pumps. 

This is, to my mind, one of the 
most interesting episodes in recent po- 
litical history. 

President Eisenhower’s cabinet, as 
the Democrats are fond of reminding 
us, is loaded with business tycoons, 
who give off an aroma of confidence 
and conservatism as soothing as a 
Churchill cigar. 

Nevertheless, somewhere in the Ad- 
ministration there was the intelligence 
to move swiftly and boldly. The so- 
called “hard money” policy was 
scrapped even before the ink was dry 
on the feature interviews extolling it. 
In a series of unprecedented acts the 
Federal Reserve gave the money mar- 
ket the biggest, fastest shot in the arm 
in history. The balanced budget went 
out the window and by September, 
before many people even knew the 
decline on, the Administratién 
announced a cut in personal income 
taxes averaging 10 per cent in the 
lower and middle brackets. Then fol- 
lower a series of sweeping tax reforms 
involving an over-all reduction of the 
tax bill by $7.4 billion plus many long- 
needed and desirable changes. 

Here was a piece of rapid-fire 
pump-priming that made Mr. Roose- 
velt’s best look like the work of a 
tightwad. At the same time the Ad- 
ministration moved to loosen up hous- 
ing credit and launched an era of 
mortgage lending and _ installment 
financing that was right out of a sales- 
man’s dream-world. 


was 


We had, in a sense, the best of two 
worlds—a conservative Administration 
that seemed to inspire confidence on 
all sides, boldly pursuing compensa- 
tory, fiscal and monetary policies that 
some of its leading figures would 
probably have denounced a few years 
ago as downright New Deal heresy. 

We may never know to what extent 
the Administration’s recovery pro- 
gram of 1953 and 1954 represented 
the clear, precise planning of a central 
intelligence and to what extent it rep- 
resented the end product of conserva- 
tive budget balancers pulling one way 


and progressive money managers pull- 
ing another, with Ike, the great mid- 
dle of the roader, compromising be- 
tween them. 

What we do know is: It worked. 
It worked like a charm. Beginning in 
mid-1953 the economy sank slowly 
and imperturbably downward for 
nine months, moved sidewise for six 
months, and then recovered with an 
explosive rush that blew everybody’s 
hat off. 

It is, perhaps, a little early to ap- 
praise the significance of this whole 
episode; but I have a rather strong 








to a passive or neutral position. 

By January a policy of restraint 
began to appear. Margin require- 
ments were raised. In February the 
Treasury resumed long-term financing 
with an offer of 3 per cent bonds in 
exchange for maturing issues. 

By April the firm-money policy was 
under way with rediscount rates rising 
at the Federal Reserve banks and an- 
other hike in margins. The same 
month the Veterans Administration 
joined in with a prohibition against 
including closing costs in guaranteed 
mortgages —in short, the “no, no 





“Thus far we have had no really critical test of our 
capacity to stabilize the business cycle. What do the 
chances look like? Can we really hope to level out 


the business cycle? Can we achieve the ideal goal of a 
slowly expanding economy ‘without either inflation on 





the one hand or recurring depressions on the other? I 


think there’s a real chance it can be done. . 
not think we can abolish the business cycle, | do not 
think we can have an economy that simply goes up and 
up in a straight line without any dips, | don’t think the 
government can guarantee endless prosperity for every- 
. . but I do believe we can moderate the swings 


one . 
of the cycle. pgs 





opinion that the recession of 1953-54 
will prove of historic importance. 

For the first time we have had a 
practical and astonishingly successful 
demonstration of what can be done 
when government moves promptly 
and with coordinated efforts to com- 
bat a recession. If anything was 
needed to commit us completely to 
a continuous anti-cyclical policy, this 
was it. For millions of people this was 
the demonstration that it can be done. 

At all events there can be little 
question any longer that we live in a 
managed economy and that we must 
reckon at all times with the continu- 
ous intervention of the fiscal and 
monetary authorities. They will be 
on the job, not now and then, but 
every day. They will be “leaning 
against the wind,” throwing their 
weight against the trend of the mo- 
ment in an effort to smooth out the 
business cycle and promote increased 
stability. 

We have seen this illustrated in re- 
cent months. As far back as last Sep- 
tember, when recovery had only just 
begun, the Federal Reserve System 
shifted from a policy of “active ease” 
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down payment mortgage” was out. In 
July, the Treasury again sold long- 
term 3’s. Meanwhile the Administra- 
tion had beaten back decisively a 
Democratic move to reduce taxes. 

In August the FHA and VA raised 
minimum down payments on mort- 
gages and shortened maximum ma- 
turities from 30 to 25 years; the Fed- 
eral Reserve banks began a round of 
rediscount rate increases that has 
since carried all twelve regional banks 
to 2% per cent. 

Meantime, warnings were issued on 
the too liberal use of consumer credit; 
the Federal Reserve Bank of New 
York, alarmed by the wildfire spread 
of mortgage warehousing credit, called 
the big New York banks on the car- 
pet and said “Cut it out.” The Di- 
rector of Defense Mobilization 
clamped down on the issuance of cer- 
tificates of necessity for accelerated 
amortization; and finally a few weeks 
ago—wonder of wonders!—the Fed- 
eral Home Loan banks warned their 
savings and loan association members 
that they would not be allowed hence- 
forth to borrow money from the Home 

(Continued on page 32) 
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1956 Will Be a Year of 
NORMAL GROWTH 


By ALLYN P. EVANS 


Many people, taking stock of the amazing record of business and prosperity in 1955, shrug 
their shoulders and inquire “But how long can it last?” They have a “feeling” that it 
can’t go on. But what are the facts? That’s what Mr. Evans sets forth here, the facts as 
to why 1956 can and should be a year of normal growth, which means an excellent year 
for the country. Gross national product will be about $400 billion, up 4 per cent and industrial 
production will be up 4 per cent—a rate of growth less than the 10 per cent experienced 
in 1955 but normal, substantial growth nevertheless. Now about housing, he looks for a 
volume of from 1.1 million to 1.2 million. Consumer credit? When you examine the facts 
about that as he does, the outlook is a good deal more favorable than most people expect. 
There’s one important reservation in his mind about 1956 — inventory accumulation. That 
factor in the business outlook will have to be watched carefully. Mr. Evans is president of 
Lionel D. Edie & Company, prominent investment counsellors and economic consultants. 


HAT we have had is a civilian 

boom. It has not been gen- 
erated by increased government 
spending or grants and loans abroad. 
The federal government has been a 
negative factor, for its expenditures 
are off about $4 billion. 


It has not been a durable goods 
boom, more particularly an automo- 
bile boom. Actually, the $14 billion 
increase in personal consumption ex- 
penditures has been fairly evenly dis- 
tributed all along the line between 
durables, nondurables and services. 

Three major factors have brought 
about the current expansion in con- 
sumer spending: 

First, the increase in population has 
automatically raised the demand for 
goods and services. 


Second, the long range growth 
trend in the standard of living calls 
for an increase of 1/2 per cent to 2 
per cent per year in the consumption 
of goods and services. 


Third, the controls and high tax 
rates in force during the Korean War 
restrained this trend and caused to 
be built up a backlog of deferred de- 
mand. The increase in population 
will account this year for about $4 
billion in consumer expenditures, the 
normal increase in the standard of 
living another $4 billion, with the 
balance of about $6 billion coming 
out of the backlog of deferred stand- 
ard of living demand. 


While the consumer has been in- 
creasing his expenditures, business has 
increased its investments by $13 bil- 
lion. Of this increase the inventory 
swing accounts for $7 billion. Inven- 
tories follow a pattern of accumula- 
tion and decumulation. These cycles 
are clearly observable and regular. 
The change in direction or swing is 
what has the real effect on business. 
For instance, a year ago inventories 
were being drawn down or decumu- 
lated at an annual rate of $3 billion, 
whereas this year they are being ac- 
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cumulated at an annual rate of $4 
billion. Thus, so far as business ac- 
tivity is concerned, the effect is equal 
to the total of the swing. The com- 
bined result of the increase in con- 
sumer spending and business invest- 
ment will raise the Federal Reserve 
Index of Industrial Production this 
year 10 per cent above the level for 
1954. 

This increase of 10 per cent is sub- 
stantially above its long term growth 
trend. The reason is that in 1954 the 
index of industrial production fell 
substantially below its long term rela- 
tion to gross national production. This 
relationship has been reestablished in 
1955. In other words, the gain in 
industrial production from 1954 to 
1955 has been part resurgence from 
a low level and part normal growth. 
Roughly 40 per cent of the gain this 
year is normal growth, and roughly 
60 per cent is resurgence. 


The resurgence has created prob- 
lems. It has been so rapid and strong. 
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It is because of these problems that 
both the Administration and the Fed- 
eral Reserve Board have been em- 
ploying restraints on the economy. 
This has given ground to fears that 
business will go into a tailspin before 
very long. Let’s see about that. 


The resurgence provided labor with 
a business environment in which it 
could demand and receive wage in- 
creases far beyond any possible com- 
parable improvement in productivity. 
With consumer demand strong, busi- 
ness is passing on the increase in la- 
bor costs in the form of higher prices. 
Raw material prices have been low in 
relation to finished good prices so as 
a result we have been experiencing a 
generally rising trend in prices this 
year. This trend has caused a revival 
of inflationary fears which violate the 
stable dollar objectives of the Admin- 
istration. 


Rising prices and active consumer 
demand have stimulated the accumu- 
lation of inventories. In the third 
quarter of 1954, inventories were be- 
ing decumulated at an annual rate of 
$4.9 billion. During the current quar- 
ter, they are being accumulated at-a 
rate of more than $5 billion. Our 
studies indicate that the rate of in- 
ventory change has a direct effect 
upon several elements that make up 
our economy. The trend, for instance, 
correlates very closely with the 
changes in the bill rate and with em- 
ployment. If the changes in the in- 
ventory cycle can be controlled or 
moderated, the magnitude of a boom 
or correction can be limited. 


In the past, an inventory swing 
from high to low has amounted to as 
much as $10 billion. This is equiva- 
lent to withdrawing from the econ- 
omy more than 80 per cent of the 
total value of housing construction 
or one-third of the present level of 
capital expenditures. 


This indicates how important the 
inventory situation is today and how 
closely it should be watched. I do 
not doubt that it is the greatest eco- 
nomic worry of the Administration. 
The inventory factor was the primary 
factor in the 1937-38, the 1948-49, 
and 1953-54 business recessions. In 
order to avoid a serious drop later, 
the rate of inventory accumulation 
must be limited. 


Out of the problems of rising prices 


caused by higher labor costs and the 
urge to accumulate inventories has 
come the Administration’s and Fed- 
eral Reserve Board’s attempts to re- 
strain the boom. The objective is not 
to kill the boom or throw business into 
a decline but to try to hold the in- 
crease in business activity in line 
with the normal growth trend. We 
are beginning to see a slowing down 
in the rate of expansion in personal 
consumption, industrial production, 
and the gross national product. They 
have not turned down, but the rate 
of increase is more temperate. This 
suggests that the policy of restraint 
is taking effect. Furthermore, with 
industrial production and the gross 
national product now back in balance 
with their long term growth trend, 
the situation should lend itself more 
readily to control. 


Inventories A Question 


By the closing months of this year, 
or early next year, the effects of Fed- 
eral Reserve policy of restraint should 
be apparent. One cannot be dogmatic 
where matters of money management 
are concerned but there is a good 
chance of success. The boom in in- 
ventory accumulation which has not 
as yet reached the dangerous stage 
will be curtailed and a sharp correc- 
tive decline in business avoided. 

This brings us up to 1956. Why 
will 1956 be a year of normal growth 
and not one of recession? Why will 
business go forward next year—but 
at a slower pace than in 1955? Prin- 
cipally because Federal Reserve pol- 
icy will prevent dangerous excesses 
that require drastic correction, while 
increased population and the rising 
level of family income will sustain 
the growth trend. The forces of re- 
surgence present in 1955 will be out, 
but the normal growth forces will 
persist. These are the fundamental 
reasons for optimism, but there are 
other factors. 

For fiscal 1956 the Treasury will 
report a cash surplus of $2 to $3 bil- 
lion. Assuming no change in taxes, 
the surplus in fiscal 1957 could 
amount to $5 to $7 billion. Such a 
prospect forecasts a definite possi- 
bility—probability is better—of a tax 
cut next year. One dollar of tax re- 
duction generates much more than a 
dollar of consumption, so tax relief 
is a very positive factor. 


Capital expenditures are in a strong 
uptrend, with all indications pointing 
to continuation into 1956. The recent 
and prospective rise in labor costs 
demands increased productivity and 
assures increased expenditures for ma- 
chinery and all kinds of devices de- 
signed to reduce production costs. 
Secretary Humphrey has based _ his 
demand for suspending accelerated 
amortization upon the expectation of 
no let-down in economic activity next 
year. Capital expenditures will be $2 
to $3 billion higher in 1956 than in 
1955. Capital expenditures are one 
of the most potent forces in the econ- 
omy. Like tax reductions, every dollar 
spent for capital investment by indus- 
try produces more than a dollar of 
consumption. 


Another positive factor is that states 
and local communities are scheduled 
to spend much larger amounts on 
public works, road and buildings next 
year than this. Such expenditures will 
be $2 to $3 billion greater in 1956 
than in 1955. 


The full effect of wage and salary 
increases will not be realized until 
next year. Add to this a reduction in 
taxes, and an increase in disposable 
income is in prospect. The consumer 
will spend between $260 and $265 
billion next year as compared with 
$250 billion this year. 


These are several of the positive 
factors supporting the expectation of 
continued growth next year. In addi- 
tion, there are certain non-statistical 
factors which are equally important. 
Once the trend of inventory accumu- 
lation begins to level off, the need for 
the Federal Reserve Board to continue 
its policy of credit restraint will be 
moderated. The direction, which has 
been toward increasing severity, will 
be tempered. While an immediate re- 
turn to the easy money policy of last 
year is not anticipated, the modifica- 
tion will be enough to restore balance. 


Then we should not overlook the 
definite and obvious desire of this Ad- 
ministration, particularly in an elec- 
tion year, to keep the economy grow- 
ing. The first signs of weakness will 
see the government taking positive 
action such as demanding enactment 
of the highway program. Other plans 
are being formulated which can be 
put into operation without delay 
should business turn downward. 
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rhe principal worries today center 
around the outlook for automobile 
production, housing starts and con- 
sumer credit next year. The boom in 
these fields has been so great that they 
have captured wide attention. The 
economic implications of these changes 
are far reaching. We all know, in a 
general sort of way, that people are 
better off today than they were ten 
years ago; but it was not until we 
set down the figures and analyze them 
that we discover the full meaning of 
what has been going on. We can get 
a better understanding of why the 
automobile industry will be able to 
sell over 7 million cars this year, why 
people will buy 1.3 million new homes 
and why consumer credit is not at as 
dangerous a level as many believe. 
Here are the facts: 


About 90 per cent of the new auto- 
mobiles, over 85 per cent of the new 
homes and between 75 and 80 per 
cent of the electrical appliances, tele- 
vision sets, etc., produced are bought 
by families earning $3,000 and over 
a year. In 1946 there were in this 
country 15 million families with an- 
nual incomes of $3,000 and over. This 
year there are over 35 million families 
in this group—an increase of 135 per 
cent. The bigger spenders, of course, 
are in the group that earns $5,000 a 
year and over. What has been going 
on here? In 1946 there were only 4 
million families in this group. Today 
there are close to 17 million, an in- 
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crease of 325 per cent. Next year the 
number of families earning $5,000 and 
over will increase by 1.5 million while 
the number earning $3,000 and over 
will increase over 2 million. 


Why do we look for such important 
increases in 1956? Because of a com- 
bination of two things: 


>> The number of families will in- 
crease by almost | million. 


>> The full effect of the substantial 
salary and wage increases granted this 
year will not be realized until 1955. 

A cynic might say: “Sure, naturally 
the level has risen. We have had an 
inflation and have full employment.” 
Well, since 1951 we have had stability 
in consumer prices; and yet the num- 
ber of families earning $3,000 and 
over increased from 27 million to 35 
million, or about 30 per cent. Fur- 
thermore, in 1954 we had a moderate 
business recession and an increase in 
unemployment; but the number of 
families earning $3,000 and over actu- 
ally increased 500,000. So I think our 
projections for 1956 rest on pretty 
sound ground. 

Observe what this dramatic im- 
provement in the financial status of 
the consumer means to the automobile 
and building industries and to con- 
sumer credit. 

Between 15 per cent and 17% per 
cent of the number of families in the 
$3,000 and over income group buy 90 
per cent of the new passenger cars 
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sold. The percentage in 1955 will be 
about 17% per cent; but inasmuch as 
1956 will not be a year of abnormal 
growth, the probability is that the 
percentage will be somewhat lower. 
However, even this conservative ap- 
proach gives us a figure of between 
6 and 6.6 million sales, to which 
should be added about 300,000 to 
400,000 cars for inventory and export. 
Thus, automobile production next 
year should not be drastically below 
1955 as many fear it will. 

The anticipated decline will have 
an effect on the extension of consumer 
credit. The indications are that by 
early next year the rate of new credit 
extensions will just about match the 
rate of repayments. It is the gap be- 
tween extensions and repayments that 
causes the pressure on credit, so the 
establishment of a balance will relieve 
the current stress on the money mar- 
ket that is attracting so much atten- 
tion. 

The rate of repayments on con- 
sumer credit is correlated closely with 
the number of families in the $3,000 
and over income group. Therefore, 
the growth trend in consumer credit 
is tied in directly with the growth 
trend in the number of families with 
incomes of $3,000 and more. As of 
now, the rate of repayments is in bal- 
ance. New credit extensions are per- 
haps on the high side currently, but 
the excess is not nearly as great as 
many think. The anticipated decline 
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in automobile purchases next year 
will correct this distortion. The level 
of consumer credit is not a serious 
threat to the business outlook; and 
before many months pass, such ex- 
cesses as exist will have been cor- 
rected in an orderly manner. 


Housing starts this year will ap- 
proximate 1.3 million. Of these, some- 
where between 300,000 and 350,000 
will have been for veterans. Under 
our present rules, a veteran may buy 
a new home for little down and with 
a long term of years in which to pay 
off his mortgage. When our young 
men enter the service, they are little 
more than boys; and most of them 
are unmarried. When they are dis- 
charged, they are mature men with 
the normal desire to marry and start 
a family. That means they want a 
home. They can obtain one quite 
easily if they have a job. So, more 
than three out of every ten new 
veterans released from service this 
year are buying new homes. 

Next year the plans call for releas- 
ing about 900,000 men from the 
armed forces. The regulations under 
which a home may be financed are a 
little tighter today than they were 
earlier in the year, but they are still 
liberal. Therefore, assume that the 
rate may not be quite as high next 
year. However, it still suggests that 


veterans will buy close to 300,000 new 
homes in 1956. 


Between 1947 and 1954, the num- 
ber of one- and two-family homes 
bought by families in the $3,000 and 
over income group fluctuated between 
2% and 3 per cent. Using the lower 
figure and making a moderate allow- 
ance for homes bought by those earn- 
ing less than $3,000, and adding 
multi-family units, the indications 
point strongly to a year in which be- 
tween 1.1 million and 1.2 million 
housing starts will be made. While 
this estimate is lower than for 1955, 
it still is a sizable figure. 


Thus, as in the case of consumer 
credit, so in the case of mortgage loan 
demand, we are rounding the peak. 
Next year should see some decline in 
the demand for consumer credit and 
mortgage loans, thereby reducing the 
pressure on the money market and 
providing an additional jurisdiction 
for modification in Federal Reserve 
policy. 

So we come to the end of the story, 
and it is time to pull all these ideas 
and projections together. What we ar- 
rive at is an estimate of gross national 
product for next year of about $400 
billion, an increase of $15 billion or 
almost 4 per cent above this year. In 
terms of industrial production, an- 
ticipate an average of about 143 in 
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the Federal Reserve Index as com- 
pared with probably 137 for 1955, a 
gain of about 4 per cent. Therefore, 
1956 will be a year of “normal 
growth”—a rate of growth less than 
the 10 per cent growth experienced 
this year, but none the less a year of 
growth and not recession. 


That the year will be one of regu- 
lar, even, progressive growth is im- 
probable. Gaps have been developing 
along lines that usually require cor- 
rection. These are in such areas as 
inventory, farm prices versus indus- 
trial prices and credit for housing and 
durable goods. Furthermore, the op- 
erations of the policy-makers, particu- 
larly in the field of money manage- 
ment, do not always work out as 
smoothly as is hoped. However, if in 
1956 we get a really poor quarter, it 
will be because of the inventory situa- 
tion more than anything else. This, 
however, would be a temporary mat- 
ter. Regardless of intermediate fluctu- 
ations, 1956 on balance should be a 
good business year. 





As condensed from Mr. Evans’ address at the 
ABA Mortgage and Savings Division meeting. 
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Careful Planning by Auditing Officer 
Can Reduce Audit Costs 


By DAN W. MIDDLETON, JR. 


Treasurer, Bisbee-Baldwin Corp., Jacksonville, Fla. 


HA, in requiring a certified an- 
nual audit report from approved 
mortgagees, has significantly raised 
accounting standards of many, if not 
most mortgage companies. To qualify 
for the form of opinion or certificate, 
as it is commonly known, suggested 
by the American Institute of Ac- 
countants, a company must have ade- 
quate internal control and adhere to 
generally accepted accounting princi- 
ples. In their audit, the independent 
accountants will make a much more 
exhaustive examination of a com- 
pany’s accounting records and sup- 
porting evidence, as well as proce- 
dures, than if no certificate or only 
a limited certificate is given. The 
scope of the examination is deter- 
mined by the auditor and conforms 
with auditing standards established by 
the AIA. 
With the fiduciary responsibility of 
a mortgage company to FHA and 
VA, investors for which loans are 
originated and serviced, and banks 
that provide warehousing and con- 


struction loan facilities, a certified 
audit has the advantage of assuring 
these interested parties, and, also, the 
stockholders and general creditors, 
that an adequate examination of a 
company’s accounting records and 
procedures has been made and found 
satisfactory by a competent independ- 
pendent accountant. Through closer 
internal audit, supervised by a com- 
pany’s chief accounting officer and 
required for internal control, manage- 
ment will have a closer check on op- 
erations. This will serve to keep all 
employees “on their toes.” 

A large life insurance company is 
relying on an audit made by the mort- 
gage company’s CPA firm, instead of 
having its staff auditors examine the 
correspondent. This results in mutual 
benefits and savings to the mortgage 
company and to the investor. This 
may well become standard practice, 
through the combined efforts of MBA 
and the AIA, in cooperation with 
major mortgage investors. 

In this period of constantly rising 


operating costs, mortgage companies 
will wish to explore all possibilities 
for keeping to a minimum the in- 
crease in auditing expense for a cer- 
tified audit. 

Some mortgage companies may re- 
quire modifications of internal con- 
trol and accounting procedures. Much 
time and effort can be saved by hav- 
ing the regularly employed CPA firm 
make a survey and furnish a program 
of internal control, plus such revisions 
of accounting procedures as may be 
necessary. 

To be assured of adequate account- 
ing supervision, the chief accounting 
officer, who is usually also the servic- 
ing manager, should be a competent 
accountant and auditor, although not 
necessarily a CPA. Likewise, the com- 
pany accounting officer should con- 
sult with the independent account- 
ants on unusual developments and 
changes, particularly on any departure 
from past practices. In fact, the CPA 
firm may wish to accomplish certain 
phases of its examination during the 


Most mortgage bankers up until recent years have failed to recognize the importance of internal 


control, streamlined accounting operations and the economies that may accrue from such installations. 


Some mortgage companies on the other hand 





but still too few—have discovered that 


constant and constructive cooperation with the auditors, whether their own or those of the investors, 


will bring about greater efficiency and cost savings. 


This article describes several approaches and methods of achieving a good audit program and 


illustrates the benefits that may be attained from programming various audit steps. 
What Mr. Middleton has to say here should be a “must” for the accounting officer and 


administrative staff of mortgage companies. 
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year, in a slack period, rather than 
wait to make the complete examina- 
tion at year’s end. 

The trend today among CPA’s is 
to have a company’s staff perform as 
much of the clerical detail as possible 
in preparing audit schedules and work 
sheets. The ideal program is to have 
the company’s accounting officer 
furnish the auditors a balance sheet, 
operating statement and statement of 
surplus. The independent account- 
ants, then, could devote their entire 
time to their principal function—au- 
diting. This program would mean, 
of course, that the company’s account- 
ing officer would have to be com- 
petent to supervise the year-end clos- 
ing. He would, likewise, need a ca- 
pable staff to assist him. 

Every FHA approved mortgagee 
may not be staffed to accomplish the 
ideal program, but the forward plan- 
ning accouting executive, realizing the 
substantial savings he can effect for 
his company, may develop a training 
program aimed toward this goal. 
Most mortgage companies can, in co- 
operation with their independent ac- 
countants, develop a program that 
will cut down considerably on the 
routine clerical work of their auditors. 

We found our accounting firm in- 
terested and cooperative in working 
with us in the development of a pro- 
gram to minimize clerical work in our 
annual audit. Auditing costs were re- 
duced 40 per cent. 


A schedule of the bank accounts 
and reconciliations, in form accept- 
able to the accountants, was prepared 
in duplicate; and a copy was fur- 
nished the accountants. In making 
bank reconciliations, the outstanding 
checks were listed on a carbonized 
adding machine tape printing the 
check number, non-add, followed by 
the amount. Thus, we were able to 
save the auditors considerable time 
in listing and reconciling our 35 bank 
accounts. 

We ran our year-end trial balance 
before adjustments on an accounting 
machine, making an extra copy for 
the accountants. We also wrote up 
the working trial balance for the au- 
ditor’s work papers, so that the ac- 
countants were relieved of this la- 
borious copying job. The auditors of 
course entered their adjustments and 
completed the profit and loss and bal- 
ance sheet columns. 


Because trial balances of our mort- 
gage ledgers and escrow accounts are 
run monthly on an accounting ma- 
chine, we prepared, as a by-product 
of our regular year-end closing, a 
mortgage balance and escrow trial 
balance identifying each account by 
loan number. This relieved the audi- 
tors of scheduling 5,000 loans. Also, 
we inserted the mailing address on 
the confirmation requests to borrowers 
with our Addressograph and filled in 
dates and balance figures. This lim- 


ited the time of the independent ac- 
countant to verifying the figures and 
mailing the confirmation requests and, 
of course, answering the inquiries re- 
ceived from the borrowers. 

Unsold loan accounts are grouped 
separate from accounts for mortgages 
held for investment in our mortgage 
ledger. The unsold loans are classified 
FHA, VA and conventional; loans 
pledged with warehousing banks are 
segregated from unpledged loans. For 
simplicity and control, we maintain 
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a special trust bank account for FHA 
unsold loans and a separate trust fund 
bank account for VA and conven- 
tional loans. This set-up enables us, 
when running our routine year-end 
trial balance, to furnish the account- 
ants with a complete schedule of 
properly classified unsold loans for 
their work papers, merely by making 
an extra copy. Our staff enters the 
accrued interest, relieving the auditors 
of this volume of computation detail. 

Accounts of securities of subsidiary 
and affiliated corporations are segre- 
gated from securities accounts of other 
companies. A schedule of investment 
securities was prepared showing type, 
name of company, date purchased, 
serial number, number of shares or 
bonds, face value or par value, cost, 
purchases and sales during year, bal- 
ance at year-end and market value. 
On bonds, rate of interest and accrued 
interest were shown. 


An extra copy of an accounts re- 
ceivable schedule for insurance cus- 
tomers, aging the accounts, was fur- 
nished the auditors. Schedules of mis- 
cellaneous receivables and accounts 
due by officers and employees were 
prepared. Also, a list of bad debts 
charged off for the year, and a list 
of previous bad debts recovered dur- 
ing the year, were made. 


An analysis of insurance policies 
and fidelity bonds in force was pre- 
pared — showing company, policy 
number, type of coverage, amount, 
period of policy, total premium and 
unexpired premium. A reconciliation 
of prepaid insurance, with prior year, 
was included. 


Also, the following schedules were 
furnished to the auditors: 


1. Trial balance of rent department 
accounts. 


nN 


Schedule of salaries and com- 

missions for year, with reconcil- 

iation to control accounts. 

3. Analysis of borrowed capital for 
year. 

+. Analysis of miscellaneous ex- 
penses. 

>. Analysis of miscellaneous in- 
come. 

6. Schedule of fixed assets showing 

changes during current year 

with date and cost, and depre- 

ciation for current year. 


~~ 


Schedule of sundry accounts and 
notes receivable. 

8. Schedule of mortgages held for 
investment, showing security col- 
lections during year, and ac- 
crued interest. 

9. Schedule of notes payable and 
reconciliation, with notes due 
banks segregated from notes due 
others. 

10. Schedule of taxes and licenses. 
11. Schedule of donations. 


On subsidiary and affiliated compa- 
nies, we prepared a working trial bal- 


ance, set up accrued expenses and pre- 
paid income and completed closing 
entries. Copies were made of all sched- 
ules desired by the accountants for 
their work papers and report. 

In accomplishing this program, some 
additional work was required and 
close internal supervision was neces- 
sary to prepare usable work papers. 
However, we found the savings well 
worth our effort. 

With a little planning, any mort- 
gage company may make a worth- 
while savings with a similar program. 
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A Rebuilt Nation 


HE intensive building boom of 

recent years, aided by an abund- 
ance of mortgage funds, has given 
America a record number of homes 
to meet the needs of an expanding 
population. 


Estimates based on bureau of the 
census figures indicate that the num- 
ber of dwelling units in the United 
States showed a net increase of 
around 6 million in the first half of 
this decade to bring the current total 
to approximately 52 million dwelling 
units. 

This addition to the housing sup- 
ply since the turn of the decade ex- 
ceeds the number of new non-farm 
households formed in the period by 
about a million, an indication of the 
extent that the housing deficit in- 
herited from World War II and the 
prior decade of the Thirties has been 
made up on a national level what- 
ever the situation in specific areas. 

The net increase in the number of 
dwelling units from 1950 to date rep- 
resents the greatest numerical rise in 
the number of U.S. homes for any 
comparable period on record. It com- 
pares with a net increase of just over 
8’ million dwelling units for the en- 
tire period of the Forties, the biggest 
numerical rise for any decade to date. 
The gain has all been in the non- 
farm classification, with the number 
of farm dwelling units continuing its 
long-term downward trend. 


Although there is little doubt now 
that the housing situation has changed 
from one of shortage to a more nor- 
mal relationship between supply and 
demand, there is equally little doubt 
that, granted a continuation of favor- 
able conditions, the nation will require 
a high level of home building for a 
long time to come. Personal income 
is high and still rising, the population 
continues highly mobile, family size is 
growing, and many persons are dis- 
satisfied with their present quarters. 

The fear was that the record build- 
ing rate with which 1955 started off, 
stimulated by little-or-no-down-pay- 
ment loans made available to home 
buyers under VA and FHA, would 


bring on another boom-bust cycle in 
housing. Since then, however, mar- 
ket forces, augmented by Federal Re- 
serve restraints, have made mortgage 
credit less readily available, and the 
government has tightened up on its 
mortgage credit terms. As a result, 
the rate of new home building has 
shown some falling off though still at 
the highest level since 1950. 

Department of Labor figures show 
that more than 642 million new non- 
farm dwelling units were started from 
the beginning of 1950 through the 
middle of this year. Structural con- 
versions are also an important con- 
tributing influence to the supply of 
housing, though the exact number of 
dwelling units added by this process 
is not known. 

On the other hand, the number of 
homes is regularly affected by losses 
due to disaster, abandonment and 
other causes. More recently, the with- 
drawal of dwelling units from the 
housing supply has increased substan- 
tially as the result of urban redevelop- 
ment, expressway projects all over the 
country, and conversion to nonresi- 


dential use. The Department of La- 
bor recently estimated the withdrawal 
rate in the last few years at 250,000 
or more dwelling units annually, sev- 
eral times the comparable rate in the 
Forties. 

Taking the various supply and de- 
mand factors into consideration, an 
indication of how the housing situa- 
tion stacks up now with what it was 
in 1950 is provided by occupancy and 
vacancy figures compiled by the De- 
partment of Commerce. 

Interpreted in numbers of dwelling 
units, the figures indicate that the 
number of occupied dwelling units 
has increased from approximately 43 
million in 1950 to around 48 million 
in the Spring of this year, non-farm 
and farm combined. Due to the 
growth in the housing supply, the 
number of unoccupied dwelling units 
has risen to about 4 million, a million 
greater than five years ago. 

Of those “vacant,” it is estimated 
that more than a million are avail- 
able for occupancy, approximately 
400,000 more than in 1950. Most of 
these are rental units. The other 3 


25 YEARS OF HOUSING GROWTH 


1930 1940 





Rise in total number of dwelling units, farm and 
nonfarm combined (in millions, partly estimoted). 
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million dwelling units currently tech- 
nically vacant are not in the housing 
market for one reason or another. 
Close to half of them are classified 
as seasonal dwellings, and are located 
primarily in the resort areas of the 
Northeastern and North Central 
States. 


WE CAN KEEP OUR 
PROSPERITY 
(Continued from page 23) 
Loan Bank to make new mortgages. 
That facility, they were told, is sup- 
posed to be reserved for meeting with- 
drawals and strengthening the liquid- 

ity of members. 


As a result of all these moves, 
money is tight—damned tight—more 
se than at anytime since early 1953. 
We have not yet seen much effect on 
consumer credit; but mortgage credit 
is tightening and housing starts next 
year will certainly be down. Similarly, 
some brake will certainly be put upon 
inventory accumulation by reason of 
higher interest costs and a more 
choosey attitude on the part of the 
commercial banks. 


The screws are being tightened very 
slowly and delicately, but they are 
being tightened. Thus we are seeing 
the other essential half of a compen- 
satory policy. It is easy to find the 
courage to combat a recession—easy 
money and tax reduction are popular. 
To crack down on a boom is some- 
thing else again. 

Yet this is, in fact, the crucial part 
of an anti-cyclical policy. Once re- 
cession has got under way, easy money 
is a frail reed. The old familiar meta- 
phor is that trying to halt a recession 
by making credit easy is like pushing 
on a string. You can’t always count 
on the spectacular results won in 
1953-54. The best possible way to 
prevent a recession is to sit on the 
preceding boom. Here monetary pol- 
icy can be very effective. 

Because credit restraint can be so 
effective, it is a dangerous and tricky 
instrument to use. That is why the 
Federal Reserve is moving so slowly 
and carefully. 

The Federal Reserve must move 
cautiously, yet it must also get results. 
Next year, willy-nilly, taxes will be 
cut. It is a national election year; the 
budget will be virtually in balance, 
thanks to increased revenues, and it 


will be politically impossible to deny 
relief to the long-suffering American 
taxpayer. 

We saw how tax relief helped turn 
the tide in 1953 and 1954. Tax cuts 
superimposed upon the current boom 
might blow the lid off. So the Fed- 
eral Reserve is sweating blood, trying 
to damp down the boom now, figuring 
on tax cuts to pick it up again next 
year and hoping thus to stretch out 
good times as long as possible. 

It’s a dramatic struggle, this fight 
to keep the boom from running away 
and ending in a crash and, at the 
same time, to avoid putting on so 
much pressure as to bring on a slump. 
It’s a struggle in which the monetary 
authorities need all the help and en- 
couragement business leaders can give. 

Banks, of course, find themselves 
right in the middle of the anti-cyclical 


operation. Commercial banks have 
always been closely affected by cen- 
tral bank operations but now the sav- 
ings banks are more deeply involved 
than ever before. 


Recall the events of the last few 
years. Early in 1953, in response to 
the tight-money policy, savings bank- 
ers found themselves with a deprecia- 
tion in their government bond port- 
folios. That cramped mortgage lend- 
ers because they could no longer sell 
governments to raise funds for mort- 
gage loans. 

Then suddenly the whole picture 
changed: money became easy; govern- 
ments rose; there was ample money 
for mortgages and home building 
soared. Now once again governments 
are down, money is getting scarcer, 
and mortgage terms are being tight- 
ened up on all sides. 





RAYMOND HOLLAND 
President 


Houston Club Building 
P. O. Box 3085 
Houston 1, Texas 


THOMAS B. LAYTON 
Executive Vice-President 


A Company strong enough and 
with the long experience necessary to be 


‘**A MORTGAGE MAN’S COMPANY” 





Inquiries invited 
regarding attractive 
General Agency Contracts 








1l E. Chase Street 





FHA and VA MORTGAGES for 
INSTITUTIONAL INVESTORS 


W. BURTON GUY & CO., Inc. 


Baltimore 2, Maryland 


MU. 5-4084 








32 THE MORTGAGE BANKER + November 1955 











oul 


Ca 
bus 
ide 
om 
one 


cha 


ide: 


an 


the 





We must expect these recurring 
rapid shifts in credit and learn to 
swing with them. 

The wise savings bank executive 
will start to pay increased attention 
to Federal Reserve policy and will be 
especially alert to signs of a change 
in that policy. The direct connection 
between his operations and Federal 
Reserve policy may not be easy to 
see at once, but it’s there. When the 
Fed starts making money really tight, 
it will mean, ultimately, a contrac- 
tion in the money supply and that 
means, in turn, falling incomes and 
reduced savings and less savings bank 
deposits which, in turn, means tighter 
mortgage credit and fewer housing 
starts. When the Fed makes money 
easier by increasing the reserves avail- 
able to the commercial banks, the 
whole process tends to be reversed. 
I say tends to be. You can always 
force deflation because you can always 
force the liquidation of loans and in- 
vestments. You can’t force inflation 
because you can’t force people to 
borrow unless they want to, no matter 
how cheap you make money. 


We are deeply committed to anti- 
cyclical policies. We have had one 
good experience; we are now engaged 
in a second important experiment, 
testing whether a boom can be 
stretched out by sitting on it as it 
nears its peak. Thus far, however, 
we have had no really critical test of 
our capacity to stabilize the business 
cycle. 

What do the chances look like? 
Can we really hope to level out the 
business cycle? Can we achieve the 
ideal goal of a slowly expanding econ- 
omy without either inflation on the 
one hand or recurring depressions on 
the other? I think there’s a real 
chance it can be done. 

Now before anybody gets the wrong 
idea, let me define what I mean— 
and what I don’t mean. 

First, I do not think we can abolish 
the business cycle. 

Second, I do not think we can have 
an economy that simply goes up and 
up in a straight line without any dips. 

Third, I don’t think the govern- 
ment by itself can guarantee endless 
prosperity for everyone. 

I do believe we can moderate the 
swings of the cycle. I do believe we 
can prevent another Great Depres- 


sion. It is sometimes forgotten that 
the Great Depression of the 1930's is 
unique. Never before was there a 
worldwide collapse of this magnitude. 

There is no reason to believe we 
need ever again face the precise con- 
catenation of errors and disasters 
which produced that worldwide blight. 
As it was, the Great Depression, in 
my judgment, need never have at- 
tained the severity it did reach. The 
truth is we did all the wrong things. 
We were like old-time surgeons, trying 
to cure a wound by bleeding the 
patient. 

We have learned some things. We 
may make other mistakes — maybe 
pretty bad ones—but we can’t make 
all the same ones we made in the 
early thirties. Certainly we'll never 
again stand around with our mouths 
open and our hands hanging down 
like great boobies and watch perfectly 
good banks fail—on a technicality. 

Neither will we ever let millions of 





cL nO 


unemployed go unassisted except for 
what they can get on the bread lines. 
Neither will we finance people’s homes 
on three-year mortgages and then re- 
fuse to renew the mortgage. Nor will 
we let foolish men and women gam- 
ble in the stock market on a 10-point 
margin. We won't sit quietly and let 
foreigners pull gold out of our coun- 
try, forcing a credit squeeze upon us 
when we ought to be making credit 
easy. At the time, these things seemed 
right and moral and inescapable— 
like the boils Jehovah sent to pain 
poor Job. In the light of hindsight, 
they were madness. So you can start 
off by saying we won’t make quite 
the same mistakes again. 

Then there are the so-called built- 
in stabilizers we’ve heard so much 
about. These include unemployment 
insurance, old age and survivors in- 
surance, bank deposit insurance, farm 
crop insurance and price supports, 

(Continued on page 38) 
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Report to the Members 


FINAL REPORT 


This is my concluding report to our membership, and of necessity it will be of the 
thumbnail-sketch variety. 

MONEY: Service to our membership was our goal at the beginning of the year, 
and economy was to be exercised in reaching it. Every needed or worthwhile service 
has been provided. Our expenses were less than our income by an amount which 
gave us an earned surplus for the year of $44,079.28. CLINICS: Over 2,500 
members attended regional clinics held in Chicago, New York, Tulsa, and Bir- 
mingam, yielding a net to MBA of about $11,600. SCHOOLS OF MORTGAGE 
BANKING: The educational programs at Northwestern and Stanford Universities 
were equally successful. 276 students, representing 40 states plus Canada and the District of Columbia, from 
199 different companies, were registered. Tentative indications are that we will clear something over $12,000 
on this activity. SURPLUS CASH: Upon the recommendation of Finance Committee Chairman, Thomas 
E. Lovejoy, Jr., surplus cash in the amount of approximately $150,000 has been invested in United States 
Treasury short-term notes. 

EDUCATORS’ SEMINAR: By holding a conference on mortgage banking at the University of Michigan 
last June for deans or their assistants in schools of business administration from midwest universities, the 
groundwork has been laid in promoting the study of mortgage banking in these 33 different colleges and 
universities. It sets a pattern for similar conferences in other parts of the country. The total cost was 
approximately $3,500, borne by the Education and Research Trust Fund of MBA. PAYMENT OF DUES: 
The membership dues for the coming year are being received steadily. To date dues have been received 
from 1,186 members paying $175 each, from 414 members paying $100 each, and from 193 members paying 
$50 each, for a total of 1793 member firms paid. This return represents 90 per cent of our total member- 
ship. Resignations are the smallest this year, consisting of 25 regular members, 3 limited members, and 12 
associate members, for a total of 40. NEW MEMBERS: 137 new members have been accepted during the 
current fiscal year. A total of 158 membership applications were received in the Headquarters Office. 86 per 
cent were approved, and 14 per cent were declined. The total new members is a good record, considering 
the fact that we have placed emphasis on quality rather than quantity. 

HOUSING ACT OF 1955: Enactment of this legislation was preceded by a series of hearings and meetings 
in which MBA was represented by General Counsel Samuel E. Neel and Board Member James W. Rouse. 
A detailed analysis of the law has been furnished to all members. VOLUNTARY HOME MORTGAGE 
CREDIT EXTENSION COMMITTEE: Board Members Clarke and Haley are continuing to attend 
monthly meetings of the National Committee. An effort to secure greater participation by MBA members 
in the Program is being made with success). ADDITIONAL SETS OF MBA PUBLICATIONS: To date, 78 
companies have purchased 178 extra mailings at $10 per set. Some regular subscriptions and associate 
memberships were canceled in favor of this new service, but to date this loss is negligible. RESEARCH 
COMMITTEE: Lewis O. Kerwood and Robert Beran are completing tabulation of the survey on interim 
financing and warehousing procedures. INSURANCE COMMITTEE: The booklet developed by this 
committee is now available. 27,500 copies have been ordered, but only 2,500 have been bound for distribu- 
tion to the membership with our announcement letter. A schedule of prices for ordering in various 
amounts is now being developed. I believe our members will welcome this advertising booklet, and sales 
should reimburse the Association for expense incurred in printing it CONVENTIONAL LOAN COM- 
MITTEE: The Headquarters Office is now developing a composite report of items included in current 
loan application forms. (This report is concluded on Page 39, column 1). 

THE YEAR’S HAPPIEST EVENT: It is the joy we all have in welcoming Lindell Petersqn into his job 
as President of our Association. Each year a new man takes hold of this work for our industry with enthu- 
siasm, determination, and with high hopes. For one year, his experience, art, and sacrifice redound to the 
benefit of MBA. We are fortunate this year to have a capable, prodigious worker, a man of sincerity, a man 
of rare integrity of purpose, and a man of great devotion to our cause. It is a foregone conclusion that 1956 
will be a banner year. 
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MBA Directory 


FOR SERVICE TO MEMBERS 
OFFICERS 


@ 


President 
Wattace Morr, President, Wallace Moir Company, 
130 El Camino, Beverly Hills, California. 


Vice President 

Linpett Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Secretary-T reasurer 

Georce H. Patrerson, Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 


Assistant Secretary-Treasurer 

Frank J. McCase, Jr., Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 
Controller and Director, Department of Accounting 
and Servicing 

W. James Metz, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 


WwW 
General Counsel 


Samuet E. Neer, Mortgage Bankers Association of 

America, 1001—15th Street, N.W., Washington, D.C. 

Assistant Director, Department of Accounting and 

Servicing 

Epwarp J. DeYounc, Mortgage Bankers Association 

of America, 111 West Washington Street, Chicago. 

Director, Education and Research 

Lewis O. Kerwoop, Mortgage Bankers Association 

of America, 111 West Washington Street, Chicago. 

Assistant Director, Public Relations 

Rosert J. Beran, Mortgage Bankers Association of 

America, 111 West Washington Street, Chicago. 
v 


COMMITTEE CHAIRMEN 
Executive 
LinpELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 
Clinic 
Joun F. Austin, Jr., President, T. J. Bettes Com- 
pany, 616 Fannin Street, Houston. 
Conventional Loan 
Lon Wortu Crow, Jr., Executive Vice President, 
Lon Worth Crow Company, 55 S.W. 8th Street. 
Miami. 
Educational 
Wa ter C. Netson, President, Eberhardt Company, 
207 South 6th Street, Minneapolis. 
Farm Loan 
A. L. Bartiett, Jr., Vice President, Bartlett Mort- 
gage Company, 815 Felix Street, St. Joseph, Missouri. 
FHA 
FRANKLIN D. RicHarps, Vice President, Richards, 
Alstrup and Redman, Inc., 712 Washington Building. 
15th and New York Ave., N.W., Washington, D. C. 


Finance 

Tuomas E. Lovejoy, Jr., President, The Manhattan 
Life Insurance Company, 120 W. 57th St., New York. 
Financing Minority Housing 

James W. Rouse, President, James W. Rouse & 
Company, Inc., 14 West Saratoga Street, Baltimore. 


GI 

B. B. Bass, President, American Mortgage & Invest- 
ment Company, 101 First National Building, Okla- 
homa City. 

Insurance 

Georce H. DovENMUEHLE, President, Dovenmuehle, 
Inc., 135 South La Salle Street, Chicago. 


Legislative 
J. W. Jones, Jones-West Mortgage Company, Rio 
Grande National Building, Dallas. 


Membership 

R. C. Larson, Executive Vice President, C. A. Lar- 
son Investment Company, 348 North Camden Drive, 
Beverly Hills, California. 


Membership Qualifications 
E. R. Haney, President, General Mortgage Cor- 
poration of Iowa, 1021 Fleming Building, Des Moines. 


Mortgage Servicing 
Frep K. Corpes, Vice President, The Bowery Savings 
Bank, 110 East 42nd Street, New York. 


Pension Fund 
Rosert E. Goxpssy, President, Jersey Mortgage 
Company, 280 N. Broad St., Elizabeth, New Jersey. 


Redevelopment, Conservation and 
Rehabilitation 

Ferp Kramer, President, Draper and Kramer, Inc., 
33 West Washington Street, Chicago. 


Publicity 
LinDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 


Research 
Rosert H. Pease, Vice President, Draper & Kramer, 


Inc., 33 West Washington Street, Chicago. 


Resolutions 
Brown L. Wuat ey, President, Stockton, Whatley, 


Davin & Company, Corner Bay and Laura Streets, 
Jacksonville. 


Trust 
FRANKLIN BrieseE, Vice President and Treasurer, 


The Minnesota Mutual Life Insurance Company, 
156 East Sixth Street, St. Paul, Minnesota. 


Young Men’s Activities 

Wiituiam H. Oster, Vice President, W. A. Clarke 
Mortgage Co., Second and Locust Streets, Harris- 
burg, Pennsylvania. 


GOVERNORS, REGIONAL VICE PRESIDENTS, 
ASSOCIATE GOVERNORS AND PAST PRESIDENTS 
SHOWN PAGE 1 
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BOUT a year ago (November 1, 
1954), the effective date of the 
start of the Secondary Market Oper- 
ations of the Federal National Mort- 
gage Association, there was a feeling 
among some that 
the plan was more 
or less a noble ex- 
periment. It was 
said that private 
home mortgage 
operators would 
be reluctant to 
subscribe to the 
common stock of 
the Association. 
The result, it was 
predicted, would be failure. There 
were others who took a more opti- 
mistic view. It was not expected that 
there would be an immediate rush of 
investors in the organization even by 
the optimists, although premised on a 
method for conversion to private own- 
ership. But there was an opinion that 
more and more investors would make 
use of the facility as it grew and ful- 
filled the objective of channeling 
mortgage money to areas where it was 
required. 





J. S. Baughman 


The three per cent common stock 
subscription was in the way of a 
compromise. A variable range was 
suggested by the various groups sup- 
porting the new FNMA programs. 
An acceptable working rate—not too 
high, not too low—was desired. It 
was assumed that if three per cent 
wasn’t right then the rate could be 
brought up again for reconsideration. 


Now let’s take a look at what has 
taken place since the November 1 
date. During the first month of the 
Secondary Market Operations of the 
Association one mortgage was pur- 
chased for $13,000. The second month 
(December) another single mortgage, 


The FNMA 


A progress report, the highlight of which is that business is picking up 


$11,000. At this point it might ap- 
pear that the “noble experiment” was 
indeed doomed to failure, but then 
let’s go on. In January of 1955, 16 
mortgages were purchased in the 
amount of $142,000 and then 14 in 
February for $103,000. For the four 
month period FNMA accumulated 32 
mortgages for an overall total of 
$269,000. 


From this point on there was a 
marked acceleration. The next four 
months through June brought the 
total number of mortgages purchased 
to 1,175, amounting to $9,477,000, 
and by September 16, the portfolio 
numbered 3,003 mortgages aggregat- 
ing $25,470,000. Present indications 
point to continued acceleration. A 
noticeable point in the later purchases 
was the increase in the average mort- 
gage value. Across the board the 
cumulative mortgages average about 


$8500. 


This brings into focus the question 
whether the common stock subscrip- 
tion of three per cent is out of line. 
How many more mortgages would 
have been offered the Association for 
purchase if the contribution had been 
less, say two per cent, or if it had 
been four, is open for conjecture. On 
the three per cent basis for the 3,003 
mortgages mentioned above, the com- 
mon stock subscriptions amounted to 
about $750,000. At this pace the first 
$1 million mark is not far from the 


hLev'zon. 


It is interesting to note that the 
spread of subscriptions is getting more 
and more general across the country, 
and from many small and medium 
sized lending institutions. Fear had 
been expressed at one time that the 
subscriptions would come mainly 
from large financial institutions. This 
spread is definitely an indication that 
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By J. STANLEY BAUGHMAN 


President, Federal National 
Mortgage Association 


mortgage credit is reaching areas 
where money is scarce. And that, of 
course, is the prime objective of the 
Secondary Market Operations of 
FNMA. It is to provide supplementary 
assistance to the secondary market for 
home mortgages by providing a de- 
gree of liquidity for mortgage invest- 
ments, thereby improving the distri- 
bution of investment capital for home 
mortgage financing. 


As was expected, the Far West, 
Midwest and Southwest thus far have 
made the greatest use of the Associa- 
tion’s secondary market facility, which 
indicates uneven mortgage funds in 
certain parts of the nation. 


There is no denying that present 
market conditions form a basic test of 
the Association’s secondary market 
operations. The Association is on firm 
ground. Its present capital structure 
and borrowing authority exceeds $1 
billion, and this amount can increase 
as its surplus and capitalization in- 
creases. It can borrow in an amount 
equal to ten times its total capitali- 
zation and surplus. Its five established 
Agency Offices are so situated as to 
render effective service throughout the 
United States, Puerto Rico, Hawaii 
and the Virgin Islands. More than 
700 financial institutions have quali- 
fied to sell mortgages to the Associa- 
tion by executing selling agreements. 
This number is steadily increasing. 


The Association has established 
marketability criteria which insures 
the purchase of marketable mortgages. 
In its secondary market operations 
FNMA imposes fees or charges for a 
two-fold purpose: To prevent exces- 
sive use of its facilities; and to permit 
its operations to be self sustaining. 
These amount to either ¥2 or 1 per 
cent of the unpaid principal balance 
of the mortgage acquired by the Asso- 





ciation, depending on its market- 
ability. 

FNMA determines the conditions 
and prices it will pay for mortgages 
which are generally comparable with 
those of private investors for mort- 
gages of like characteristics. From 
time to time price schedules are pub- 
lished by state areas for acceptable 
VA-guaranteed and FHA-insured 
loans for delivery under purchase con- 
tracts. Prices are subject to change 
without notice. 

There are increasing indications of 
the acceptance of the three per cent 
common stock purchase requirement. 
It is transferable by the original sub- 
scriber. The first financial statement 
of FNMA’s Secondary Market Oper- 
ations as of June 30 this year for the 
eight month span starting November 
1, 1954 listed net earnings of $26,908 
after setting up reserves of $4,734 for 
losses and the payment to the U. S. 
Treasury of $17,692 as a Federal in- 
come tax equivalent. Provision was 
also made for payment of $19,269 to 
Secretary of the Treasury for cumula- 
tive dividends on preferred stock. The 
remaining $7,639 was transferred to 
general surplus. Not an imposing 
financial report but then it was based 
on the initial operations of the Asso- 
ciation. The statement this coming 
December should show the potential 
long range value of the common stock 
in better perspective. No dividends 
thus far have been declared but the 
board of directors may do so in its 
discretion. There was discussion at 
the hearings on the rechartering of 
FNMA that the stock would not be 
generally acceptable because it had no 
fixed yield. Operations up to this point 
have not borne out this prediction. 
As the Secondary Market Operations 
progressively become financed by pri- 
vate capital and eventually wholly 
owned by the shareholders, it is obvi- 
ous that each stockowner will become 
a pro rata owner of a seasoned and 
tried mortgage credit corporation. 
The persons who have participated in 
the building of the secondary market 
facility by subscribing to the stocks 
will have the opportunity of being the 
owners. It should be made ciear that 
the transfer to private ownership upon 
retirement of the preferred stock is 
not automatic. The Federal National 
Mortgage Association Charter Act 
provides a method for the transaction. 


The Act requires that as promptly as 
practicable after the retirement of all 
the preferred stock the Housing and 
Home Finance Administrator shall 
transmit to the President for submis- 
sion to Congress recommendations for 
such legislation as may be necessary cr 
desirable to make appropriate provi- 
sions to transfer to the owners of the 
outstanding common stock of the As- 
sociation the assets and liabilities of 
the Association in connection with, 
and the control and management of, 
the Secondary Market Operations. 
This is in order that such operations 
may thereafter be carried out by a 
privately owned and privately financed 
corporation. Present belief is that the 
transfer might occur in from seven to 
ten years. 

It is perhaps far too early at this 
time to be conclusive about the future 
of the Secondary Market Operations 
of FNMA, yet as things stand, the 
Association finds itself in an excellent 
position to pursue its most active func- 
tion of providing a degree of liquidity 
for mortgage investments, and in so 
doing improve the distribution of in- 
vestment capital for home mortgage 
financing. Time and conditions are 
necessarily basic factors in this effort. 


Any seller institution meeting 
FNMA’s requirements may partici- 
pate in the Association’s Secondary 
Market Operations. Each lending in- 
stitution must, of course, determine 
for itself whether to use or not to use 
the facility, and in this respect is its 
own judge. The facility was estab- 
lished to carry out a definite purpose. 
It operates uniformly and offers no 
favors or inducements. If you feel it 
is to your interest to use the services 
of the Association the opportunity is 
available to you. There are no limita- 
tions on the volume of business you 
may carry on with the Association. 


There appears to be some belief 
that the Association’s Secondary Mar- 
ket Operations and the work of the 
Voluntary Home Mortgage Credit 
Program (VHMCP) are competitive 
and that they work against each other. 
Actually, their activities are com- 
pletely dissimilar. FNMA does not 
make commitments to buy, nor does 
it originate mortgages. It is concerned 
only with secondary market transac- 
tions, that is, with mortgages already 
in existence. VHMCP acts as a clear- 
ing house to bring together its volun- 


THE 


tary participating lenders and those 
seeking home mortgage credits. The 
VHMCP participating lenders are 
concerned with originating mortgages, 
which is a primary market operation. 
Commitments are commonly em- 
ployed in the latter type of operations. 
The program is sponsored by private 
home mortgage institutions and its 
work centers mainly in small commu- 
nities, generally remote from money 
markets. Operations are conducted, 
however, in any area regardless of size 
where minority housing is concerned. 

As shown by its progress reports, 
the Association’s Secondary Market 
Operations portfolio has been steadily 
increasing. It is, however, still small 
compared with what may be reason- 
ably expected in the future. The 
policy of FNMA is not to accumulate 
a fixed number of mortgages before 
offering them for sale. As a matter of 
fact, every mortgage held by the As- 
sociation is offered for sale, and prices 
subject to market changes have been 
established. 

FNMA is not interested as a long 
term mortgage investor. It purchases 
mortgages with the anticipation that 
they will be disposed of at the earliest 
time possible. By continually turning 
over its current portfolio, the Associa- 
tion creates a revolving fund for maxi- 
mum use, thereby holding down the 
need for borrowed funds. The more 
rapidly the portfolio can be turned 
over the greater are the benefits ac- 
cruing to the Association, and to the 
shareholders. The organization obtains 
its mortgages in a large measure from 
areas where credits are usually in 
short supply and sells in areas of more 
plentiful funds. This type of activity 
achieves the purpose of providing a 
degree of liquidity for which the As- 
sociation was established. 

There are two other principal ac- 
tivities with specific authorized func- 
tions in the FNMA. They are the 
Special Assistance Program and the 
Management and Liquidating Pro- 
gram. 

The Special Assistance Program has 
two main provisions under which 
FNMA, upon authorization by the 
President of the United States, is per- 
mitted to provide assistance for (1) 
selected types of home mortgages or- 
iginated under special housing pro- 
grams and (2) home mortgages gen- 
erally as a means of supporting a high 
level national economy. 
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Legislative limitations provide $300 
million outstanding at any one time 
for purchases and commitments to 
purchase under the Special Assistance 
Functions. Operational funds are ob- 
tained by borrowing from the Secre- 
tary of the Treasury. Up to the pres- 
ent the President of the United States 
has authorized the employment of 
$160 million for commitments and 
purchases of whole mortgages, and 
$50 million for 20 per cent participa- 
tions. These programs provide special 
assistance through the purchase of 
mortgages covering (1) disaster hous- 
ing, (2) housing located in Alaska 
and Guam, (3) housing constructed 
or rehabilitated under urban renewal 
programs and (4) housing in connec- 
tion with defense and military pro- 
grams. 

Two additional special programs 
were added by the recent 84th Con- 
gress. One of these provides for the 
purchase of FHA insured mortgages 
covering co-operative housing and the 
other covers FHA insured mortgages 
on Armed Services housing. Each of 
the programs has additional purchas- 
ing authority. 

A consistent effort is being made to 
liquidate the mortgage portfolio ac- 
quired by the Association under its 
previous contracts. The fulfillment of 
this function comprises the Manage- 
ment and Liquidating Program. The 
portfolio consisted of 332,187 mort- 
gages totaling $2 billion 410 million 
on October 31, 1954, and in addition 
there were outstanding commitments 
amounting to $603 million. As of Au- 
gust 31 of this year these commitments 
had dropped to $92 million but as the 
result of honoring the outstanding 
contracts, the portfolio had increased 
to 349,601 mortgages bringing the ag- 
gregate value to $2 billion 591 mil- 
lion. 


A clinic on mortgage servicing and 
processing was sponsored by the Met- 
ropolitan Washington MBA. William 
E. Shannon of Shannon & Luchs Co., 
association president, presided. 

Frank Hight of Bogley, Harting & 
Hight, Inc., Bethesda, was general 
chairman of the clinic. Frank Johnson 
of Frederick W. Berens, Inc., was in 
charge of the processing part of the 
program, while Everett Beam of B. F. 
Saul Co. was in charge of the servic- 
ing section. 





COMING NEXT MONTH 


Beginning in the December, 
1955 issue of THe MortTGAGE 
BANKER, a series of three arti- 
cles dealing with “Interim Fi- 
nancing Practices and Policies of 
Mortgage Bankers in Their 
Commercial Banking Opera- 
tions.” 











At the first fall meeting of the New 
York MBA, members heard Charles 
T. Broderick, chief economist of Leh- 
man Bros., whose topic was “The 
Business Outlook”; and Theodore 
Volckhausen, Editor of Bankers Re- 
search and Richard M. Hurd of 
Pringle-Hurd and Company, who 
spoke on “Today’s Mortgage Market.” 


A School of Mortgage Banking will 
be sponsored by the Oklahoma MBA 
in Oklahoma City, November 17 and 
18. It is being conducted for key 
personnel, supervisors and clerical 
help of all Oklahoma MBA members. 
Small seminar groups, as well as gen- 
eral group meetings, are planned; and 
all phases of servicing and production 
will be covered. 


OBITUARIES 


With sorrow we record the 
sudden passing on October 3 of 
Joseph M. Downs, vice presi- 
dent, director and manager of 
the mortgage loan department 
of The Ohio State Life Insur- 
ance Company, Columbus. Mr. 
Downs drowned while on vaca- 
tion at Virginia Beach. He was 
an MBA regional vice president 
and had long been active in the 


Association’s work. He joined 
Ohio State Life in 1936 and be- 


1948. 


came vice president in 

With sorrow we record the 
sudden death of Herbert C. 
Redman, vice president of Rich- 
ards, Alstrup and Redman, Inc., 
Washington, D. C. Mr. Redman 
was formerly an assistant com- 
missioner of the Federal Hous- 
ing Administration. 
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WE CAN KEEP PROSPERITY 
(Continued from page 33) 
mortgage insurance and, of course, the 
widespread private retirement systems 
that have grown so much in the past 

25 years. 

We have, as we are currently see- 
ing, the power of government to af- 
fect directly mortgage lending, mak- 
ing terms easier or more stringent as 
circumstances require. 

Beyond these influences which can 
be rapidly brought to bear, there is 
the availability of public works as a 
stabilizing force in threatened hard 
times. The Eisenhower Administra- 
tion has prepared an extensive shelf 
of necessary and desirable public 
works which could be launched if 
needed but can be held back at the 
height of the boom. 

Finally, we have on the part of our 
people a monolithic determination 
that an expanding high-level economy 
must be maintained. We have an ex- 
traordinarily widespread and _intelli- 
gent interest in economic events and 
policies. 

In spite of world wars, depression, 
Communists and atom bombs, our 
generation has been fortunate. At least 
we have lived our lives in exciting 
times. There is no excuse for being 
bored. 

Now we are in the midst of one of 
the most exciting experiments in hu- 
man history—the effort to determine 
whether we can indeed control our 
economic destiny, can regulate our 
economic weather. 

Perhaps we shall fail. In that event, 
the price of failure will be very severe. 
Perhaps we shall only partially suc- 
ceed. Then we shall have learned 
more of what we need to know and 
may do better next time. 

Perhaps we shall succeed. Perhaps 
we shall curb the current boom as 
gently and smoothly as we have just 
curbed the recent recession. Perhaps 
we shall really learn to flatten the 
waves of the business cycle into long 
gentle rollers that the Ship of State 
can ride smoothly over, untroubled by 
the hurricane of economic depres- 
sion. 

If this is to be achieved, it will only 
be with the whole-hearted and under- 
standing cooperation of all our people 
and especially our business and finan- 
cial leaders. 





~ AS condensed from Mr. Bell’s address at the 
New York Savings Bank Association Convention. 
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Chicago MBA Holds an 
Appraisal Meeting 


Chicago MBA sponsored one of its 
most successful meetings on “Mort- 
gage Loan Appraising Today,” cover- 
ing residential, apartment and com- 
mercial properties and shopping 
centers, with emphasis on new con- 
struction and up-to-date techniques. 

Edward P. Drumm, vice president 
of Greenbaum Mortgage Co., told the 
meeting that “inadequacies” of some 
homes make them obsolescent 
though they are new. 

He said the lack of enough storage 
space in a house means that the family 
has “no room to live 


even 


living in it 
comfortably.” 

The demand for three-bedroom 
homes at a two-bedroom home price 
has forced builders to eliminate the 
dining room and substitute a combin- 
ation living-dining room “of mini- 
mum size,” he said. 

Other inadequacies of some small 
new homes, he said, are only one elec- 
trical outlet per room, a 30-gallon in- 
stead of larger water heater and only 
one bathroom. 

Above, left photo, seated, Fletcher 
Seymour, appraisal committee chair- 
man; Irvin R. Schildein, Chicago 
MBA president; Hoyt Thompson, pro- 
gram chairman; Herman O. Walther, 
editor, Appraisal Journal, and meet- 
ing moderator. Standing, Malcolm L. 
Alkire; Mr. Drumm; Gene R. Beak; 
and George W. Kemp, Jr., panel 
members. (Real Estate News photo) 


PRESIDENT’S PAGE 
(Continued from page 34) 
MORTGAGE SERVICING COM- 
MITTEE: Completed questionnaires 
which were sent to all investor mem- 
bers regarding the handling of hazard 
insurance policies and loss drafts are 
now being tabulated and evaluated. 
The findings from this survey are to 


be used in setting up a standard ideal 
system to be recommended for use for 
all investors as the first step in realiz- 
ing some degree of uniformity in the 
transaction of detail between corre- 
spondent and investor. HEAD- 
QUARTERS OFFICE: Six new 
desks and chairs ordered early in the 
year have been delivered. This new 
equipment, which is part of our grad- 
ual rehabilitation program, adds 
greatly to the appearance of the 
Headquarters Office. HEAD- 
QUARTERS STAFF: Jim Metz and 
Ed De Young are continuing their 
heavy travel schedules in an effort to 
satisfy all pending requests for servic- 
ing consultation. At the close of our 
fiscal year, 93 members will have been 
visited, representing 120 days of serv- 
icing consultation. Travel schedules 
are now being completed for future 
months servicing visits. Commenda- 
tion is due Lew Kerwood for the 
splendid manner in which he has han- 
dled the administrative work in con- 
nection with the Schools at North- 
western and Stanford. We have 
received nothing but complimentary 
remarks about his efforts in this con- 
nection. Bob Beran continues to give 
valuable assistance to Lew Kerwood, 
to George Knott, and to other mem- 
bers of the staff in regard to the prep- 
aration of speeches, pamphlets and 
other publicity material. George Pat- 
terson continues his wise guidance and 
unfailing help. Sam Neel has given 
fine cooperation, reduced expenses in 
Washington without reducing efficient 
service to MBA, and has given his 
usual sound counsel. Frank McCabe 
has shown strength, grown in capacity, 
and generally taken over his new 
duties in a commendable manner: 
George Knott goes right on being one 
of the best advertising and publicity 
men in the country. And the girls in 
the office are terrific, always willing 
to do a great job the way we want it 
done. 





>> BIRMINGHAM ELECTS: James 
A. King, Jr., was elected president of 
the Birmingham MBA for 1955-56. 
King is with Louie Reese & Com- 
pany, and succeeds Phil C. Jackson, 
Jr., Jackson Securities & Investment 
Co. Named vice president was W. B. 
Philips, Jr.. W. B. Philips & Com- 
pany. Other officers elected include 
William Bishop, Nelson Weaver 
Mortgage Companies, secretary, and 
Robert Neill, Protective Life Insur- 
ance Company, treasurer. 

American farmers had $1.22 in 
cash or its equivalent as liquid assets 
at the beginning of this year for every 
dollar they owed. 

This proportion has been declining 
since the peak of $2.35 in cash assets 
to every dollar of debt which pre- 
vailed at the end of 1946. However, 
in 1940 farmers as a whole had less 
than 50c in cash for every dollar they 
owed. 

Agriculture’s financial assets were 
placed at $22 billion at the beginning 
of this year, with some 60 per cent of 
the total in bank deposits and cur- 
rency and the balance in savings 
bonds and investments in cooperatives. 
Total debt at that time consisted of 
$8.2 billion in mortgages and $9.8 
billion in non-real estate borrowings. 


FOR SALE 


Due to a change in Accounting 
Systems, a National Cash Reg- 
ister, adapted to processing 
mortgage payments for from 
one to eighteen investors. Can 


and does give breakdown of 
monthly payment, plus receipt 
for mortgagor, and certifica- 
tion for Servicer’s Records. 


For further details write to: 


A. B. ROBBS AGENCIES 
1 West Jefferson Phoenix, Arizona 
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Frederick J. Gebers, former head of 
the commercial mortgage department 
of Investors Diversified Services, Inc., 
has been appointed director, mort- 
gage division. Prior to joining IDS in 
September 1954, Mr. Gebers was with 
Equitable Life Assurance Society as 
assistant supervisor of its San Fran- 
cisco office and later, as assistant chief 
field appraiser in its home office in 
Chicago. 





F. J. Gebers P. L. Greenawalt 


Philip L. Greenawalt has been 
elected a vice president of the Brook- 
lyn Savings Bank. Mr. 
has been with the bank over 20 years. 
He was cashier in 
1949 and assistant vice president in 
1952. 

H. F. Whittle, president, H. F. 
Whittle Investment Company, Los 
Angeles, announced the appointment 
of Bert J. Finburgh to the newly- 
created position of loan supervisor. 
Mr. Finburgh was with Prudential 
for the past 18 years; and before join- 
ing the Whittle organization, he was 
supervising appraiser for their South- 
ern California regional office. 

Prominent in local mortgage 
appraising fields, Mr. Finburgh is 
president of the Society of Residen- 
tial Appraisers in Los Angeles. A 
lecturer on the mortgage loan pro- 
fession at both the University of 
Southern California and U.C.L.A. 
Extension, he also served as a guest 
panelist at Stanford University’s An- 
nual Business Conference. 

The Board of Governors of the 
Society of Residential Appraisers has 
elected William F. Bergmann, vice 


Greenawalt 


elected assistant 


and 
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president and treasurer of Arlington 
Realty Co., Inc., Arlington, Va., to 
senior membership in the Society. . . . 
William N,. Melzer of the Great Lakes 
Mortgage Corporation, Chicago, has 
been elected secretary and a director 
of that corporation. He will retain 
his position as assistant vice president 


STATEMENT REQUIRED BY THE ACT 
OF AUGUST 24, 1912, AS AMENDED BY 
THE ACTS OF MARCH 3, 1933, AND JULY 
2, 1946, (Title 39, United States Code, Section 
233) SHOWING THE OWNERSHIP, MAN- 
AGEMENT, AND CIRCULATION OF Tue 
Mortoace Banker, published monthly at Chicago, 
Il., for Oct. 1, 1955. 


1. The names and addresses of the publisher, 
editor, managing editor, and business managers 
are: Publisher, Mortgage Bankers Association of 
America, 111 W. Washington St., Chicago 2, 
Ill.; Editor, George H. Knott, 111 W. Washing- 
ton St., Chicago 2, Ill. Managing Editor, Robert 


]. Beran; and Business Manager, None. 


2. The owner is: (If owned by a corporation, 
its name and address must be stated and also 
immediately thereunder the names and addresses 
of stockholders owning or holding 1 per cent or 
more of total amount of stock. If not owned by 
a corporation, the names and addresses of the 
individual owners must be given. If owned by 
a partnership or other unincorporated firm, its 
name and address, as well as that of each 
individual member, must be given.) Mortgage 
Bankers Association of America, an Association 
not for profit, 111 W. Washington St., Chicago 
2, Illinois; Wallace Moir, President, 111 W. 
Washington St., Chicago 2, [IIinois; Lindell 
Peterson, Vice President, 111 W. Washington St., 
Chicago 2, Illinois; George H. Patterson, Sec- 
retary-Treasurer, 111 W. Washington St., Chi- 
cago 2, Illinois; Frank J. McCabe, Jr., Assistant 
Secretary and Assistant Treasurer, 111 W. Wash- 
ington St., Chicago 2, Illinois. 


3. The known bondholders, mortgagees, and 
other security holders owning or holding 1 per 
cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) None. 

4. Paragraphs 2 and 3 include, in cases where 
the stockholder or security holder appears upon 
the books of the company as trustee or in any 
other fiduciary relation, the name of the person 
or corporation for whom such trustee is acting; 
also the statements in the two paragraphs show 
the affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
holders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that 
of a bona fide owner. 


5. The average number of copies of each issue 
of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during 
the 12 months preceding the date shown above 
was: (This information is required from daily, 
weekly, semiweekly, and triweekly newspapers 
mily. 

Georce H. Knorr 
Editor 


Sworn to and subscribed before me this 26th 
day of September, 1955. 


Ruth Vinckas, Notary Public 
(My commission expires November 10, 1957.) 
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and will continue to be in charge of 
construction loan disbursement activi- 
ties. He joined the corporation in 
1948 as an attorney. 


Philip W. Kniskern of Philadel- 
phia, nationally known real estate 
consultant and real estate appraiser, 
has been appointed as a special con- 
sultant to James Fallon, Commis- 
sioner, Urban Renewal Administra- 
tion, Housing and Home Finance 
Agency in Washington. 

Mr. Kniskern’s duties will 
cooperate with and assist the six dis- 
trict offices of the Urban Renewal 
Administration in carrying out the 
Federal programs of loans and grants 
to local bodies to encourage more 
modern use of land through the pre- 
vention or elimination of slums and 
blighted areas. 


be to 


Mortgage Services, Inc., Washing- 
ton, D. C., and Pringle-Hurd & Co.., 
New York City, announced the ap- 
pointment of Thomas S. Bauer as ex- 
ecutive vice president of A. E. Land- 
voigt, Inc., Washington, D. C. Mr. 
Bauer, formerly was with Pruden- 
tial for over 20 years in the mort- 
gage loan and real estate investment 
department. He has been actively 
identified with mortgage lending in 
the District of Columbia, Virginia 
and Maryland. 

Carey Winston, president of The 
Carey Winston Company, Washing- 
ton, D. C., has been appointed a 
member of the advisory committee 
on the GSA Lease Purchase Program. 





PERSONNEL 


in answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
11l West Washington Street, Chicago 2, Illinois. 











We are looking for someone between 
ages of 35 and 45 with broad experience, 
preferably with a mortgage company in all 
phases of mortgage lending, who can as- 
sume position of administrative assistant to 
president, or executive vice president, and 
after period of indoctrination, become pres- 
ident of a progressive mortgage company 
servicing $90 million in loans. Salary com- 
mensurate with background and experi- 
ence. Write South Jersey Mortgage Co., 
519 Market St., Camden, N. J. 


Wanted: capable young man to set up 
and operate a mortgage company. We are 
manufacturers of prefabricated houses and 
consider this position will become one of 
most important in our organization. Please 
give an outline of your experience and 
education. Write Box 356. 















DETAILS MAKE A BIG DIFFERENCE 






EXTERIOR WALL FINISH — Red 
cedar shakes and asphaited asbes- 
tos shingle backer applied over 
osphalited felt on a |-inch nominal 
sheathing provides a warm, tight 
home. Vertical siding is used on 
some models to create special 
design effects. 























FLOOR SYSTEM—Fioor framing is 
2 x 8 on 16-inch centers. A double 
row of bridging providing addition- 
al strength: subfloor is nominal |- 
inch sheathing; finish floor ?34:.—2% 
inch face select hardwood in all 
principal rooms with ¥% inch ply- 
wood elsewhere. 













ROOF TRUSSES—Aii Thyer homes with the exception of con- 
temporary models have trussed roofs. The truss provides an 
even distribution of roof ioad over the entire roof area. Thus 
the load is carried only by the outside walls . . . and bearing 
partitions are eliminated. 







































FRAMING—Exterior walls and interior partitions are 2 x 4 on 
16-inch center with double 2 x 4 top plate. To provide added 
rigidity for the frame, corner bracing is used in all outside 
corner panels. 


INTERIOR WALL FINISH — 4 inch gyp- 
sum board with invisible joints “welded” 
with tape and gypsum cement cssure a 
wall that is virtually crack-proof and can 
be decorated with one of the modern 
wall treatments. 









“Thyer fabricated units have been awarded 
Porents’ Magazine C dation Seal.” 











MAN TO 


Thyer details sell themselves 












Sure it’s the woman who buys . . . but it’s 
the man in the family who puts his stamp of 
approval on construction details. He’s the one 
who critically views the technical aspects of a 
new home and gives a silent nod pro or con. 








Once you sell “Jones” on construction and what it 
means to his family, Mrs. Jones will take it from 
there. And, of course, when you're talking details 
you'll want Thyer construction in the homes you sell. 









For further information on Thyer’s unique con- 
struction details, mail the attached coupon today. 










THE THYER MANUFACTURING CORPORATION 






2862 Wayne Street 515 East Yazoo Street, Dept. 12 
Toledo 9, Ohio Jackson, Miss. 
Gentlemen: 






Please have o Thyer factory representative call. 














Zone. State 



















Confucius Knew... 


what spells trouble 


for a mortgagee! 


There’s a moral for mortgagees in these Chinese 
ideographs. The character at left represents a 
house with a wife in it. In Chinese it is the 
symbol for PEACE. The character at right is a 
house with two women. It spells TROUBLE. 


Translated into a dollars-and-sense message, 

these symbols tell what can happen if you don’t 
protect your mortgage against costly title claims 
with low-cost, single-premium Title Insurance. 
An extra woman—such as the divorced wife 

of a former owner, or a suddenly discovered heir 
—means potential trouble to your mortgage deal. 
The claims of either can destroy your invest- 
ment, unless you make certain that the land’s 
title is insured before closing the loan. 


For more than 40 years bankers, insur- 
ance companies, lawyers, builders and 
developers have depended on Kansas City 
Title Insurance Company for protection 
against realty title troubles. 


Let us help you expedite your mortgage 
loans and transfers. With our thorough 
working knowledge of lenders’ requirements, 


yA 
- 
Aansas Cily Title we can give guaranteed protection against title 
Ure loss, as well as facilitate the transfer 
of real estate loans. 


Capital, Surplus and Reserves exceed $3,500,000.00 


Title Building 10th & Walnut Streets, Kansas City 6, Missouri Before you close that next loan, assure a peaceful 


—and profitable—transaction by calling in 
BRANCH OFFICES: your local Kansas City Title agent. He represents 
Baltimore, Maryland—210 North Calvert Street one of America’s oldest, soundest and most 


Little Rock, Arkansas—214 Lovisiana Street : P y " 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets reliable title insurance companies. 


Memphis, Tennesseo—1141 Storick Building Send today for our financial statement and 


The Company is licensed in the following states: Alabama, di : s : : 

Arkansas, Colorado, Delaware, Florida, Georgia, Indiana, rectory of eaten aie ate a to m3 mma 
Kansas, Lovisiana, Maryland, Missississippi, Missouri, Montana, office or any branch office. 
Nebraska, No. Carolina, So. Carolina, Tennessee, Texas, Utah, 
Virginia, Wisconsin, Wyoming and in the Dist. of Columbia and 
Territory of Alaska. 


Approved attorneys throughout states: 
Issuing Agents in most principal cities, 











